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January 27, 2000
To the Citizens of Michigan:

Michigan begins this new millennium with our budget balanced, our economy
strong and our families thriving. We can look back on the 1990s as a decade of
change, reform and innovation. But most importantly, by setting new priorities, we
set Michigan on a path to prosperity.

I am proud to present my administration’s tenth consecutive balanced budget
recommendation. This budget for the new century — strengthens our longstanding
commitment to education, adds to an already outstanding record of tax relief and
focuses on helping families achieve independence.

By far, the most important feature of this budget recommendation is the
extraordinary increase in education funding. For the school year beginning July 1,
2002, every public school district in Michigan will receive no less than $6,500 per pupil
— full funding for every child! We have realized the promise of Proposal A. With this
budget, we have reached heights previously thought impossible!

I should note, however, that my spending recommendation for K-12 education is
not a blank check. Indeed, we will achieve full funding only when we enact full
freedom for students and parents. Every child must have access to a high quality
education. Reform is the catalyst to quality — the key to helping make Michigan
schools the best in the world.

The record-high level of support for public education in the past decade is truly
amazing, when you consider that Michigan families and job providers saved $15 billion
in tax cuts over the same time period. To build on these accomplishments, I am
recommending additional tax relief — including an immediate income tax rate cut to
4.2 percent and an increase in exemptions for children, saving taxpayers an additional
$359 million over the next two years.

Other highlights of my 2001 budget include:

* $110 million over two years to provide training to teachers on effective use of
computers and technology in the classroom. Teachers will also be provided
computers and Internet access upon mastery of course work;



$8 million to fund the Michigan Golden Apple Awards, an academic competition
to reward outstanding elementary schools who show the greatest amount of
improvement or achieve the highest scores on the MEAP test;

$27.5 million to expand school readiness programs to provide Michigan’s
youngest learners with an early start on educational success;

$15 million to support the Michigan Advanced Placement Academy and a
Virtual High School to expand educational opportunities for all high school
students through an interactive, multimedia Internet-based, educational
delivery system across Michigan,;

funding to implement recommendations from Lt. Governor Posthumus'’
Michigan Commission on Financing Postsecondary Education, to make
community college affordable to students from low and middle-income families;

for the first time ever, revenue sharing in excess of $1.5 billion — a seven
percent, nearly $100 million increase over last year;

creation of a $25 million fund to help families access quality, affordable housing;

a 20 percent increase in monthly assistance checks for low-income families who
are providing care for children from their extended families;

an immediate $13.1 million investment to fully fund the Children’s Trust Fund,
in order to increase annual spending to further support efforts in the fight
against child abuse and neglect;

a $54 million, or 74 percent, increase for the MIChoice program to help
thousands more seniors and persons with disabilities receive care in their
homes; and,

implementation of a prescription drug benefit program for seniors with incomes
below 200 percent of poverty that are not eligible for Medicaid.

This budget is balanced, fiscally sound and prudent. It reflects the lessons we

learned in the ‘90s and keeps Michigan in the lead as we begin this new century.

I am excited about this budget, and what it can mean to Michigan families. 1 look
forward to working with the Legislature and our citizens to enact this budget.
Together, we’'ll make sure that Michigan is first in the 21st Century!

Sincerely,

John Engler
Governor



LEADERSHIPFOR THE 21sT CENTURY

Governor Engler’s Fiscal Year 2001
Budget Recommendation

s Michigan moves into the 21t century, we have many challenges
before us. However, we confront those challenges from a position of great
economic strength, bolstered by the lessons of the past decade.

Today, | will provide you with an overview on the state’s financial health,
highlighting the Governor’s spending priorities for the upcoming year. Priorities
that include tax relief, spending increases for education, local government, health
care, and many new and innovative initiatives.

MicHicaN's NEw EcoNnomy

By any measure, 1999 was a remarkable year
“Michigan, over the last few years, for Michigan. The positive impact of
has done a wonderful job on Michigan’s efforts to reform welfare, relieve the
economic development. It’s tax burden and stimulate the economy through
challenged us to be more job creation fully emerged. Over the past
competitive. )
several years, the Legislature and Governor
Engler have made many tough decisions and
President of the Regional Growth cre_ated new opportuni.ties for Michigan
Partnership of Northwestern Ohio regldgnts gnd job providers. As aresult, _

Site Selection, November 1999  Michigan is stronger than ever. We’re cutting
taxes, creating a record number of jobs and the
welfare rolls are dropping at an astounding
pace.

Don Jakeway

There is little doubt that

Michigan Leads Nation in Economic Development  Michigan is a leading force in
(Number of Plants and Expansions) the nation’s remarkable

economic expansion.

1222 Businesses that wouldn’t even
1:400 look at Michigan five years
1.200 ago are breaking ground and
1,000 holding ribbon-cutting
800 ceremonies here today. For
600 the last two years, Michigan
400 has been recognized as
200 number one in the nation by
0 Site Selection magazine for the
1991 1992 1993 1994 1995 1996 1997 1998 number of new plants and
expansions.
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For the sixth consecutive year, Michigan’s unemployment rate was below the
national average. In fact, the 3.7 percent unemployment rate for 1999 is the
lowest annual unemployment rate Michigan has experienced in over thirty years!
In 2000, Michigan employment is expected to grow by 65,000 jobs, and in 2001,

to increase by 53,000 additional jobs. Michigan is not just riding on an economic
wave, but charting a new course.

One of the state’s most notable accomplishments is continuation of high credit
ratings from top Wall Street rating agencies affirming their full confidence in
Michigan’s sound fiscal management and prudent tax policies. The state has
maintained Aal credit ratings since 1998 when it was upgraded by all three credit
rating agencies: Moody’s Investors Service, Standard & Poor’s, and Fitch IBCA.
Sound credit ratings allow the state to bond at lower interest rates, which
translates into savings for Michigan taxpayers and increased financial flexibility
for the state.

ONGOING TAX RELIEF

The fiscal year 2001 budget
recommendation continues
the Governor’s philosophy of Michigan Tax Cuts Grow Every Year
stimulating the economy (in millions)

through tax relief. In his 2000
State of the State address,
Governor Engler proposed a
number of new tax reductions
that will benefit families,
seniors, and persons with
disabilities. Combining the
proposed tax cuts with the 26
tax cuts already signed into
law will save Michigan 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
taxpayers an astounding $20 Fiscal Years

billion during the eleven

years of Governor Engler’s leadership.

$4,806

$2,123
$1,760
$1,273 $1,386

$1,033

The Governor’s latest proposal will accelerate the income tax rate reduction by
moving the 2001 rate reduction up to 2000. In other words, the income tax rate
will decrease from 4.4 percent to 4.2 percent as of January 1, 2000. In addition,
the state currently gives families an exemption of $600 for every child age one to
six and $300 for every child age seven to twelve. The Governor’s proposal calls
for a uniform exemption of $600 for every child up to age eighteen. If these two
changes are enacted into law, the first $12,800 earned each year by a family of
four with two children will be tax-free.

Leadership in the 21st Century



GENERAL FUND RESOURCES
Fiscal Year 2001 Estimated Revenues

Over the last few years, the state’s Total $37 Billion
baseline revenue growth has _

. " Federal Aid Income Tax
mirrored the surging economy. Due 24.9% 20.5%
to the strength of Michigan’s

economy, baseline revenues $9.3B $7.6B
(revenues prior to tax cuts) are up
in all major categories. The actual

Tax

Single Business

revenue growth upon which the 6.9%
budgets are developed, however, No':'];::)s(fler:': a| %328

has been markedly reduced by tax 8.6% $7.9B

cuts enacted during the 1990s. The $6.7 B

slow-paced phase-in of tax cuts is a
fiscal responsible approach.
Governor Engler and the Michigan
Legislature have demonstrated that
they know how to balance budgets while providing tax relief to the citizens of the
state. The result has been a series of balanced budgets, $20 billion returned to the
taxpayers, and an impressive $1.2 billion in the state’s rainy day fund.

Sales & Use

Other & Taxes 21.2%

18.1%

The Michigan Constitution requires the Governor to present a balanced budget to
the Legislature — therefore, proposed expenditures may not exceed projected
revenues. The Governor uses the results of the January Consensus Revenue
Estimating Conference to set the revenues upon which the Executive Budget is
based. Two weeks ago, the conferees — the State Treasurer and the directors of
the House and Senate fiscal agencies — jointly determined revenue projections for
fiscal year 2000 and fiscal year 2001. The budget that I’'m presenting to you today
is based on those revenue estimates.

Fiscal Year 2000— The conferees

estimated general fund revenues Fiscal Year 2000
for fiscal year 2000 at $9.67 billion Projected General Fund Revenue & Expenditures
. ) ! (in Millions)

exceeding the May consensus

projections by $170 million. Absent Consensus Revenue Estimate $ 9,671.4

additional tax I’E|_Ief, the fiscal year Proposed Tax Cuts—State of the State (194.2)

2000 revenues will exceed current UESF - Lapse 233
.. - Homestead Property Tax—Funding Shift _____ 27.0

appropriations by $404 million.

However the Governor iS Available FY00 Revenues $ 9,527.5

proposing a number of additional Enacted Appropriations 9,267.3

tax cuts to benefit families, the sl e et 129.4

elderly, persons with disabilities,

. . Projected FY00 Expenditures $ 9,396.7
and the farming community. The
proposed tax cuts will reduce Projected FY00 Balance $ 1308
current year revenues by $194
million.

Fiscal Year 2001 Executive Budget
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A proposal to partially fund the homestead property tax credit with federal
funds and a projected lapse from the Uninsured Employers Security Fund will
offset that revenue loss by $50 million. In addition to these revenue adjustments,
the budget that | bring to you today includes a recommended fiscal year 2000
general fund supplemental of $129 million. After legislative approval of the
proposed tax cuts and the supplemental, the net effect is a general fund balance
at the end of this fiscal year of $131 million.

The recommended general fund supplemental for fiscal year 2000 supports a
number of technology initiatives including $21.2 million to implement a state-
wide e-commerce plan and $37 million for universities and community colleges
for special maintenance or technology projects. In an effort to simplify the tax
system and boost funding for critical child abuse prevention services, we are
recommending the Children’s Trust Fund be fully funded at a cost of $13.1
million. This increase in annual spending will further support efforts in the fight
against child abuse and neglect.

Additionally, $2.4 million is recommended to fully fund the NonGame Fish and
Wildlife Trust Fund. The fiscal year 2000 supplemental also provides $2.3
million to expand the Judiciary’s model trial court project, and $1.7 million for
additional reading readiness kits. Furthermore, over $40 million in general fund
support is included for the Family Independence Agency for technology, food
stamp sanctions, and to meet the state match requirements for the welfare block
grant.

Fiscal Year 2001 —

The fiscal year 2001 ~ Fiscal Year 2001
general fund Projected Gener'all Fund Revenue
(in Millions)

revenues were

estimated at $9.74
billion in the Consensus Revenue Estimate $ 9,740.0

Consensus Revenue

i - Proposed Tax Cuts - State of the State (151.1)
Estimating Homestead Property Tax - Funding Shift 27.0
Conference. The Repeal of Tuition Tax Credit 22.0
Executive Bquet Available FY01 Revenues $ 9,637.9
recommendation
adJUStS the consensus FY00 Enacted Appropriations $ 9,267.3
numbers to reflect the o
Governor’s proposed
tax cuts announced in Net Increase Available for Spending $ 3706

the State of the State

message last week,

repeal of the tuition tax credit, and the homestead property tax credit funding
shift. The net impact of these adjustments is fiscal year 2001 available revenues
of $9.64 billion. These revenues are $371 million more than the existing fiscal
year 2000 appropriations.

Leadership in the 21st Century



HIGHLIGHTSOF THE ExeEcuTIVE BUDGET RECOMMENDATION

Every annual budget represents compromises between competing priorities. The
fiscal year 2001 Executive Budget recommendation is no exception. This year, the
competing priorities include returning more dollars to the taxpayers, investing in
education and providing adequate funding for essential government services.
Michigan is on the right path — the path of controlled spending, lower taxes, and
investing in essential services. The budget | submit to you today moves us
further along that path because it is soundly balanced.

The 2001 budget
recommendation totals $36.2
billion, which includes $9.6
billion in general fund spending
as well as $10.1 billion for the
School Aid Fund. The total
spending increase is $1.3 billion

Fiscal Year 2001
Total Recommended Expenditures

Resource
Management
Transportation 2.1%

8.2%

Public Protection
6.9%

Family Jobs &

or 3.7 percent. School aid Independence Opportunity
. . Agency 3.6%

spending is recommended to 9.6%
increase by $518 million or 5.1
percent from the current year.

Community

Health .

. Educat
While governmental budgets 23.2% 0%
tend to be categorized into
separate funds and accounts, it Cao
o apital Outlay General
is important to note what 1.3% Government
portion of the total budget is 7.1%

spent on individual services.

For instance, $13.8 billion, or 38 percent, of the state’s overall budget is spent on
education including the K-12 system, universities, financial aid, and community
colleges. More than $9.6 billion is spent on health-related items including
Medicaid, mental health services, public health, veteran’s homes, services to
seniors, and employee and retiree health insurance. In fact, health care costs
account for one-third of general fund spending in the fiscal year 2001 budget.

Highlights of the Executive Budget recommendation include spending increases
for schools, health care, public protection, agriculture, higher education, local
revenue sharing and transportation. The budget also contains supplemental
appropriations, supported by federal and restricted sources, for a number of new
and innovative programs. These programs include a summer family enrichment
program, a Michigan affordable housing fund, individual development accounts,
a teen pregnancy reduction project, Golden Apple Awards, and access to
technology for teachers.

Fiscal Year 2001 Executive Budget
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72%
60%
48%
36%
24%
12%

0% -

-12%

K-12 BEbucaTioN FuLL FunNpING, FuLL FReepom, FuLL CHolcE

Governor Engler is proposing a comprehensive education package that will fully
fund the school equity promise of Proposal A and provide parents and students

with an unprecedented level of freedom and choice.

This year, the Governor is
proposing a multi-year
School Aid budget,
providing appropriations

Closing the School Funding Gap

$4,200
FY 1995 L%,WO

| $6,500

for fiscal years 2000
through 2003 that FY 2001
establishes a minimum 1

$5,896
$5,896

foundation grant of $6,500 FY 2002
for every child attending a

$6,103
$6,103

Michigan public school.

When Proposal A was FY 2003

$6,500
$6,500

passed in 1994, only 52 of

$4,000 $4,500 $5,000 $5,500 $6,000 $6,500 $7,000

Michigan’s 555 school

| OHold Harmless (Wealthy)

mBasic EMinimum |

districts were spending
more than $6,500 per

pupil. At the time, these districts were considered the “wealthy” school districts.
This multi-year budget, when fully implemented, will mean funding that was
considered exceptional a few years ago, will become universal.

Total State & Local Funding for Schools
Has Outpaced Inflation and
State Agency General Fund Spending

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000/2?01

Fiscal Year 6%

/ 36%

25%

el
.

|

—o- Percentage Growth In Total State & Local Funding for Schools
—& Rate of Inflation

Percentage Growth in State Agency General Fund Expenditures

In addition, to fully funding the
foundation grant, the
Governor’s multi-year School
Aid budget places an emphasis
on early intervention to prepare
children for school, rewards
most improved schools and
highest achieving schools,
provides funding for computers
and Internet training, and
increases funding for adult
learning. Total state and local
funding for schools is estimated
to exceed $12.5 billion in fiscal
year 2000, climb to $13.2 billion
by fiscal year 2001, grow to

$13.7 billion in fiscal year 2002, and $14.3 billion in fiscal year 2003. In fact, since
fiscal year 1998, the state has consistently spent more state dollars on K-12
education than is spent in the entire general fund budget.

Leadership in the 21st Century



Promoting Achievement— The Governor continues to place great emphasis on
academic achievement by setting high expectations and rewarding excellence. In
his State of the State address, the Governor announced the Golden Apple Award,
a new academic competition that rewards local elementary school personnel for
their student’s achievement on the Michigan Education Assessment Program
(MEAP) tests. Every full time employee, from custodian to principal, in
buildings which demonstrate the most improvement in scores or have the highest
test scores will receive a $1,000 cash award. The K-12 budget includes annual
appropriations of $8 million to implement this new awards program.

Supporting the Use of Technology in Educatien To insure that Michigan
teachers are ready for the 21st century, the Governor sets aside $110 million ($55
million in both fiscal years 2001 and 2002) to train teachers on effective use of
computers and technology in the classroom. Teachers will be provided
computers and Internet access upon completion of course work.

Meeting Our Constitutional Obligations The Governor’s K-12 budget satisfies
the state’s constitutional obligations that were at issue in a recent Court of
Appeals decision (Durant Il). The constitutional issues involved special
education funding (Headlee) and the per pupil foundation allowance guaranteed
by Proposal A. It was not necessary to add additional funding to the K-12 budget
in order to comply with either constitutional requirement. Rather, beginning in
fiscal year 2001, the budget implements accounting changes which explicitly
demonstrate the state’s compliance with the Court of Appeals decision.
Additional dollars were not necessary because the state has already increased its
funding levels far beyond the 1995 levels guaranteed by Proposal A.

Calculations to determine the amount of state dollars owed to school districts for
general and special education foundation allowance grants, and for special
education and special education transportation payments will continue to be
made as they have in previous years. To ensure that the state has met its
constitutional obligations, the total amount of these dollars will be distributed to
local school districts as follows:

. A Proposal A obligation payment will be made to local school districts
based upon their fiscal year 1995 foundation allowance amount.

. A Headlee obligation payment will be made to local school districts based
upon court calculated requirements for special education and special
education transportation costs.

. A discretionary payment will be made to local school districts equal to the

difference between the combined Proposal A and Headlee obligations and
the dollar amount the district would have received in that year.

No district will receive more or less dollars than they would otherwise receive
under current formulas.

Fiscal Year 2001 Executive Budget
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Total State Dollars

$2.1

Other Educational K-12 Initiatives- The Executive Budget also expands the
school readiness program; provides for elementary summer school
opportunities; adds $20 million to expand the adult learning partnership; and
provides funds to establish the Educational Performance and Information Center.
In addition, the following one-time appropriations are recommended: $10
million in fiscal year 2000 for collaboration with the Family Independence
Agency— Summer Enrichment Program for welfare clients and their families,
and $15 million in fiscal year 2001 to establish a virtual high school.

FunpDING A WORLD CLASS HIGHER EDUCATIONSYSTEM

The Governor’s budget
continues his commitment to
ensuring that Michigan’s

State Funding for Higher Education
Programs Outpaces Inflation

(in Billions)
$2.3 universities and community
$2.2 //" colleges are accessible,
affordable, and accountable.
$2.0 —7 Since fiscal year 1991, the

$1.9 = general fund budget for higher
/ /
$1.8

education has increased by $562
$1.7 %ﬁ/. million. This is nearly a 50

$1.6 percent increase — compared to
$1.5 . . . . . . inflation of 30.4 percent over the
n [T} N~ (=] (=2 o - R . .
4 4 3 4 4 § § same time period. The fiscal
Fiscal Year year 2001 budget for higher
—o— Actual State Funding for Higher Education education totals $2.2 bill ion,

—f#- Growth in Higher Education Funding at the Rate of Inflation inCI Ud | ng $20 bl I I ion in general

fund support. The budget
provides a 3 percent overall increase in operating support for universities and
community colleges. A $37.3 million or 2 percent fiscal year 2000 supplemental
is provided for special maintenance and technology needs, boosting the state’s
overall funding increase to 5 percent.

SERVICESTO SUPPORT AND INCREASE INDEPENDENCE

Michigan’s welfare reform efforts continue to produce extraordinary results. A
reduction of nearly 15,000 welfare cases is expected between fiscal year 2000 and
2001, continuing the downward trend since the early 1990s. In fact, cash
assistance caseloads have declined 72 percent since 1992, when Michigan’s
welfare reform efforts began. Meanwhile, day care caseloads have grown 420
percent during the same time period and, by 2001, will exceed welfare caseloads
by over 10,000 cases, enabling low-income families to obtain and keep jobs.

Leadership in the 21st Century



However, some families are still unable
to secure employment. It is essential
that, during these good economic times,
we leave no stone unturned to assist
these families. Therefore, the Governor’s
budget proposes several initiatives to
foster the transition to independence.

The budget includes $50 million to
finance a Family Opportunity Project
which will consist of the following

Caseloads

Welfare Cases Fall to
Lowest Level Since FY 1970

300,000
250,000
200,000
150,000

100,000

50,000

1970 1973 1976 1979 1982 1985 1988 1991 1994 1997 2000

initiatives:
EST

Summer Family Enrichment Program — rlecaivears

As announced in the Governor’s State of the State message, we propose an
intensive, family-centered initiative this summer to assist welfare families without
employment. The adults in the family will be assessed to determine barriers to
employment and a range of services will be provided to make them more
work-ready, including mentor services, life skills training, parenting education,
volunteer opportunities, job club and job search support. In addition, on-site
child care and tutoring services will be provided to the children to provide them
with safe, productive and educational summer opportunities. This exciting new
initiative will be funded with Federal Temporary Assistance to Needy Families
(TANF) and School Aid funds.

Housing Assistance— In order to obtain and maintain employment, it is essential
that families have access to quality, affordable housing. Utilizing available TANF
funds, the Governor recommends additional funding to increase home-ownership
among low income families. A $25 million Michigan Affordable Housing Fund,
administered by the Michigan State Housing Development Authority, will support
lease-to-purchase programs, Habitat for Humanity, support for housing
developers and other innovative home-ownership programs.

Individual Development Accounts- The Family Opportunity Project also
includes funding for the state to provide match funds to help low-income families
save for a down-payment on a home through Individual Development Accounts
(IDA). IDAs are savings accounts whereby low-income families can save for major
life purchases (i.e., home ownership, higher education, or entrepreneurial
business establishment) without the savings affecting their eligibility for financial
assistance. Currently, the Family Independence Agency provides limited funding
for non-profit organizations that want to establish an IDA program. We
recommend a major expansion of this program to match— and increase— family
savings and encourage home ownership.

This budget also proposes statewide expansion of Project Zero. A highly
successful program, Project Zero assists welfare families to find employment.
Since the program began in 1996, 33 sites have achieved 100 percent employment.

OVERVIEW
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Rate per 1000 population
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Because of its proven-track record, and its phenomenal success in helping clients
find jobs, the Governor proposes a $3 million funding increase in order to
expand this program statewide.

Finally, this budget recommends substantial increases in educational assistance.
In order to move into higher paying jobs, many families need additional job
skills or post-secondary education. As already discussed, this budget makes a
number of significant investments in the education of our children. Itis equally
important that adults have access to the job skills that they need to secure and
maintain employment. To address this critical need, the Governor recommends
that funding for adult learning be increased 25 percent, from $80 million to $100
million, and that we create a new “Partnership for Adult Learning” between
workforce development boards, local schools, community colleges, citizens and
employers.

SERVICESTO CHILDREN AND FAMILIES

The Governor’s long-standing policy of supporting programs that strengthen
families and protect children is demonstrated by the proposed enhancements
described below.

Tax Relief —As announced in his State of the State message, the Governor is
proposing additional tax relief to benefit working families in the state. The
additional tax relief includes an acceleration of the income tax cut, an increase in
personal exemptions for children and a new exemption for children with
disabilities.

Teen Pregnancy Reduction Efforts
Michigan recently received Federal
bonus funding of $20 million because
of our success in reducing
out-of-wedlock births. However,
Michigan’s out-of-wedlock birth rate
still exceeds the national average.
Therefore, we must intensify our
efforts to reduce out-of-wedlock
births, particularly teen births. The
Governor proposes that the bonus

Teen Pregnancy Rates Decline

1994 1995 1996 1997 1998 1999 2000 2001  funding be used to increase and

Fiscal Year replicate those teen pregnancy
services with a proven track record of
success, focusing on male and female

high school and middle school students in communities with high teen
pregnancy rates. In addition, a portion of the funding will be used to strengthen
paternity identification rates so that every child born in Michigan has support
from both his mother and father.

Leadership in the 21st Century



Child Abuse and Neglect Unfortunately, despite

significant investment of state resources in child

abuse and neglect services in the past, child abuse ~  There is no excuse for child
remains a problem. To address this problem, the ~ @buse. Every child deserves a
Governor proposes that we invest $13.1 million to chance at childhood.

immediately bring the Children’s Trust Fund to its Governor Engler,
1997 State of State Address

statutory goal of $20 million. This one-time
supplemental will increase annual spending to
further support efforts to fight child abuse and
neglect.

To secure the best possible care for those children who need to be removed from
their parents’” home, the Governor recommends investing an additional $1 million
in efforts to recruit, train and retain high quality foster families. This budget also
recommends that payment rates for foster and adoptive parents be increased by 3
percent to keep pace with inflation.

Domestic violence —Child abuse and domestic violence are often linked. The
fiscal year 2001 budget recommends a $650,000 increase in domestic violence
funding. To help break the cycle of abuse, a portion of this funding will be
directed toward specialized services for children who witness violence in their
home.

In addition, due to an increasing child abuse litigation caseload, $767,000 is added

to the Attorney General budget for legal representation and prosecution of child
welfare cases in Wayne County.

Cost of Living Adjustments -Adults in some families who are unable to work
are receiving cash assistance from the state. A three percent cost-of-living
adjustment is recommended for families whose adult caretaker is exempt from
work requirements due to disability. In addition, to support low-income families
who are providing care for children from their extended family (e.g., nieces,
nephews,grandchildren) this budget recommends an increase of over 20 percent
(from $200 to $242) in their monthly assistance check.

Immunization Funding- As Federal support for Michigan’s immunization
program is declining, the Governor’s budget includes a $2.6 million increase in
state funding to maintain our commitment to this important program. Michigan
has made great strides in increasing the immunization rates in Michigan — from a
low of 42 percent in 1991 to an estimated 85 percent in 1999. With this additional
funding, we can meet our goal of immunizing 92 percent of children next year.

SERVICES FOR ELDERLY AND PERSONS WITH DISABILITIES

As with children and families, the Governor’s budget recommends a number of
initiatives to address the needs of our elderly and disabled citizens.

Fiscal Year 2001 Executive Budget
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Tax Relief— As announced in the 2000 State of the State address, the Governor is
recommending a number of tax changes to benefit the elderly and disabled. This
budget recommends simplification and expansion of the personal exemption for
seniors and persons with disabilities. The Governor recommends combining the
special personal exemption to a uniform $1,800, effectively doubling the special
exemption for most senior citizens.

In addition, to assist persons with disabilities who are living independently in
their own homes, we propose to treat disabled citizens the same as senior
citizens and increase the Homestead Property Tax Credit for them.

In-Home Services- Many
seniors and persons with
disabilities want to remain
independent and stay in their
own homes as long as
possible. This budget contains
a number of initiatives to help
them remain independent.

Home and Community Based
Waiver Expenditures

$160
$140
$120
$100
$80
$60

$in millions

The Governor recommends a $40
74 percent increase in funding $20
for the MIChoice program, $0
increasing funding from $72 1997 1998 1999 2000 2001

million to $126 million. The Fiscal Year

MIChoice waiver program allows Michigan’s low-income elderly and disabled
populations to receive nursing home-type services in their own home or other
residential setting. This popular program, begun in 1992, now serves 9,000
adults, and will expand to 15,000 with the funding increase.

As a complement to the MIChoice waiver program, Michigan also operates the
Adult Home Help program, which finances in-home assistance for individuals
with disabilities. This budget provides $158.8 million to continue this valuable
program.

The Governor also recommends adding $500,000 for the Centers for Independent
Living. This will increase their state support by 21 percent and enable them to
assist more clients to achieve and maintain independence.

Prescription Coverage— Michigan currently provides a limited pharmaceutical
tax credit and also operates an emergency assistance program for our state’s
senior citizens. Pharmaceutical costs, however, still impose a substantial
financial burden on many seniors. To address the limitations in the existing
programs and provide a more extensive benefit package, the Governor
recommends that the Elder Prescription Insurance Coverage (EPIC) program be
implemented on January 1, 2001.

Leadership in the 21st Century



This program will provide comprehensive prescription drug benefits for seniors
with incomes below 200 percent of poverty. Since the EPIC program provides a
much better benefit than the existing programs, we recommend that the tax credit
and emergency programs end on December 31, 2000. Starting in fiscal year 2002,
the $20 million spent on the discontinued programs will be combined with $30
million in Tobacco Settlement Trust Fund revenues to support the EPIC program.
This 150 percent increase in senior pharmaceutical assistance funding will
substantially reduce prescription drug costs for Michigan’s low income senior
citizens.

HEALTH CARE & Health Care Growth
MEDICAI D COVERAGE Fiscal Year 1996 - Fiscal Year 2000

70%
60%
50%
40%

Although the overall rate of growth
in health care costs has dramatically
slowed due to managed care efforts
. . 30%

in the physical health arena, 20% AN
expenditures for mental health and 0% _/
long term care continue to escalate. % ﬁ%‘\.\\’/
From fiscal years 1996 to 2000, 0% . . . .
mental health expenditures have FY 1996 FY 1997 FY 1998 FY1999  FY 2000
increased 57 percent and |Ong term |+Medicaid Long Term Care —& Mental Healthl
care expenditures 34 percent.

During the same time period, the physical health Medicaid program has slowed
growth to 9 percent. This is an average increase of only 2.3 percent per year.

Medicaid —The percentage of Medicaid costs financed by the state general funds
will decrease again in fiscal year 2001 due to changes in the Federal Medical
Assistance Percentage (FMAP). In fiscal year 1999, every dollar spent on Medicaid
cost the state 47 cents and the Federal government paid the other 53 cents. In fiscal
year 2001 the state share will drop to 44 cents.

Rate Increases for Providers -Rublic Act 114 of 1999 appropriated over $85
million in fiscal year 2001 to fund a 4 percent rate increase for hospitals,
physicians, and health plans. This discretionary increase exceeds the inflationary
increases that would have been required under the expired Boren lawsuit
settlements for hospitals. This budget recommends similar rate increases for other
physical health providers.

Policy Change Benefits Qualified Health Plans In addition to the 4 percent
increase, qualified health plans also benefited from a significant policy change.
Effective February 1, 2000, health plans will no longer be required to pay for
drugs prescribed by community mental health psychiatrists. This policy change
will save health plans over $30 million, an amount equivalent to an additional 3

OVERVIEW
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percent annual increase. Combined, these increases are more than double the
rate of inflation and should be sufficient to support health plan services.
However, a competitive bid process, to be conducted in early 2000, will allow the
medical care marketplace to determine what payment rates are needed to
maintain the quality and integrity of the managed medical care program.

Senate Task Force Recommendations- Establishing health plan payment rates
through a new competitive bid process was the primary budget related
recommendation made recently by a Senate task force on Medicaid managed
care. In addition to the competitive bid process, the task force proposed a
number of other changes to improve the relationship between health plans and
providers to ensure quality health care for Medicaid patients. The
Administration has been working diligently to address these concerns. For
example, the Senate’s recommendations concerning improved claims processing
and claims dispute resolution will be incorporated into the state’s contracts with
health plans. Additionally, the Insurance Commissioner will soon be unveiling
recommendations relating to the health plan solvency issues raised by the task
force.

Health Insurance for State Employees and RetireesThe Office of the State
Employer is responsible for administration of the state sponsored group
insurance plans. Like many private sector plans, health care insurance costs for
state employees and retirees are growing. Since fiscal year 1990, health insurance
costs have increased 66.6 percent, whereas inflation has only increased by 32.2
percent. Nationally, the cost of health insurance is increasing three times faster
than the general inflation rate. In fiscal year 2000, employer paid insurance
premiums for active State of Michigan employees will exceed $400 million and
employer premiums for State of Michigan retirees will cost an additional $220
million. The fiscal year 2001 budget includes $40.7 million for economic
adjustments related to health insurance costs.

Local Programs for Uninsured- In fiscal year 2000, Wayne, Ingham and
Muskegon counties operate programs that served both indigent and employed
uninsured populations in their counties. These established partnerships will
provide health care to approximately 38,000 people in fiscal year 2001. The
Executive Budget recommendation includes an additional $10 million in Tobacco
Settlement Trust Fund revenue to expand these types of health coverage
partnerships with local governments.

PuBLIC SAFETY

Criminal justice reforms and just punishment for criminal behavior are showing
positive results. Serious crime is down by another 1 percent, declining for the
seventh consecutive year. Michigan’s prison population growth rate has slowed,
due in part to lower than projected intake.

Leadership in the 21st Century



Since 1991, the Legislature and the Governor have joined forces to enact anti-crime
laws allowing police and prosecutors to bring felons to justice. Certain youthful
offenders may be tried as adults. Sentencing guidelines and “truth-in-sentencing”
laws ensure that offenders receive consistent, fair sentences and serve the
minimum sentences imposed.

Corrections— Our capital outlay investment in new prison beds is paying off.
Construction and opening of prison beds this fiscal year allows the Department of
Corrections to discontinue leased bed arrangements with the state of Virginia. We
will save $6.6 million annually due to the lower costs of incarceration in Michigan
prisons, bring prisoners closer to their families, and keep our tax dollars in
Michigan.

Law Enforcement— The Governor Serious Crime Declines for 7th Year
maintains his commitment to making

Michigan safer by increasing State

Police trooper strength to its highest 600,000 S

level in 30 years - 1,339 men and 500,000 R A8 452029 100537 o
women dedicated to serving and 400,000 '
defending the citizens of this state.
Funding for the 120% recruit school in
fiscal year 2001 marks the thirteenth B
recruit school since 1991. Graduates o
will join the ranks of the 108™ to the 1991 1992 1993 1994 1995 1996 1997 1998
119" Trooper Recruit schools in

representing over 51 percent of all

enlisted personnel of the Michigan State Police.

300,000
200,000

The fiscal year 2001 budget provides funding to keep pace with technological
advances and to maintain a trained public safety workforce. As society becomes
more dependent on technology, the opportunity for crime on the information
super highway also increases. The Michigan State Police will continue its
leadership role in computer-related crimes with the expansion of the Computer
Crime Unit in southeast Michigan.

State-of-the-art fire fighting methods and procedures are vital to protecting
Michigan citizens against fires, hazardous material spills, and search and rescues.
Recognizing the increasing financial burden on local communities to keep pace
with the costs of training, the fiscal year 2001 budget provides $500,000 - a 53
percent increase to train, test and certify more than 30,000 fire fighters and nearly
1,100 fire departments.

This fiscal year 2001 budget also contains funding for an improved 911 emergency
telephone system, ensuring an emergency call from a cellular phone can be
tracked as quickly as a call from your home.

OVERVIEW
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AGRICULTURE

Governor Engler is firmly committed to policies which will conserve green space
and keep land in agriculture production, so that we preserve our agricultural
industry for future generations. The Executive Budget reflects the tax savings
associated with key recommendations of the Agriculture Task Force, chaired by
Senator George McManus. One of the key task force proposals supported by the
Governor is an amendment to the Michigan Constitution to tax agriculture land
on use value, not market value.

The 2001 budget for the Department of Agriculture totals $101 million, reflecting
a 10 percent increase from current appropriations. The budget includes $3.4
million to continue the state’s efforts to eradicate bovine tuberculosis, $13.2
million in Equine Industry Development funds, $29.4 million for various food
safety initiatives, and $6.1 million for Project GREEEN — a project designed to
develop innovative solutions to emerging issues in plant agriculture.

REVENUE SHARING
FOR LocAL GOVERNMENT

In January of 1999, Local Spending Above Inflation
Governor Engler signed State Spending Below Inflation
into law a new revenue FY1991 to FY2001
. 60%
sharing act. The new law .
. 51%
establishes a more 50%

equitable distribution
formula for local units of
government. The new 30%
formula eliminates
incentives for local
government taxation and 10%
equalizes disparities in
revenue raising
capabilities. The new
formula also recognizes the variety of services provided by local governments of
different sizes and types.

40% A 36%

20% -

0% -
| Revenue Sharing Inflation O State Agency GF/GP |

Revenue sharing distributions are recommended at their full constitutional and
statutory limits. Total payments will exceed $1.55 billion; a $97 million or 6.6
percent increase from fiscal year 2000. This $97 million increase builds upon the
$82 million increase local units of government received in fiscal year 2000. These
increases represent a 13 percent hike over a two-year period, more than double
the projected rate of inflation.
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In fiscal year 2000 alone, every township, city, and village other than the City of
Detroit received an 8 percent increase. Eight percent reflects the maximum
allowable increase for individual communities pursuant to the revenue sharing
statute.

Fiscal year 2001 will be the first year the new census count is used to calculate
revenue-sharing distributions. According to statute, the 8 percent annual growth
limit is removed for all communities whose population increase from the 1990 to
the 2000 census exceeds 10 percent. More than 900 local communities are
anticipated to exceed the 10 percent threshold. The use of the new census data
will also result in dramatic differences between communities in terms of their
annual increase from fiscal year 2000 to 2001.

The revenue sharing statute sets Detroit’s annual distribution at $333 million
through 2007. While Detroit does not benefit from revenue sharing increases, they

are protected from what would have been a significant reduction in their annual
payment as a result of the 2000 census count.

BuUILDINGFOR THE 21sT CENTURY

The Governor’s Build Michigan

Il investment plan is delivering Local Share of
on his commitment to make Michigan Transportation Fund
Michigan’s transportation $1.000 Increases by 62 Percent

infrastructure second to none.
Motorists and commercial

interests already are seeing the $800 |

results of a Build Michigan 11 o

strategy that fixes the worst 2 $600 I i i i
=

roads and bridges first, while
substantially increasing the share $400 - | | | I |
of long-term fixes. The
Governor’s 2001 budget
recommendation for the
Department of Transportation
totals nearly $3 billion, over 46
percent of which will be shared with local agencies.

$200

1991 1993 1995 1997 1999 2001

In the near future, the Governor will be announcing the details of his new Build
Michigan Il program that will invest an additional $1 billion over the next 5 years
for key road projects that relieve congestion, reduce delays, improve safety, and
support Michigan’s booming economy. These Build Michigan Il projects are
over and above those announced this week in the department’s five-year plan. |
will be submitting an Executive Budget revision to you in the next few weeks that
will outline the components of the innovative new Build Michigan 11l plan.

OVERVIEW
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CeNsus 2000: RLANNING FOR THE FUTURE

To ensure that Michigan receives its share of federal funding and the
Congressional representation that it deserves, Governor Engler kicked off a
statewide campaign, “How America Knows What Michigan Needs,” an effort to
make sure that all of the residents of Michigan are counted in the upcoming 2000
census. Census 2000 will serve as the primary source for determining the annual
distribution of $180 billion in federal funds to the 50 states, and its importance to
all of the people of the State of Michigan cannot be overstated. Over the next
few months, we will be working with state legislators and local units of
government to insure the most complete census count in Michigan’s history.

CONCLUSION

Our progress is gaining momentum, which gives us the confidence to know that
Michigan’s best days are on the horizon — that tomorrow will be better than
today — and that our children will inherit a state that is rich with promise and

opportunity.

Leadership in the 21st Century



Recommendation Summary

General Fund/General Purpose
Net of Program Transfers

FY2001 Change
Department FY00 Executive FY00 to FY2001
Appropriations Recommendation Amount | Percent
Agriculture $45,883,900 $50,469,800 $4,585,900 9.99%
Attorney General 32,078,800 35,168,100 3,089,300 9.63%
Capital Outlay 277,924,800 312,814,600 34,889,800 12.55%
Career Development 22,606,900 23,958,600 1,351,700 5.98%
Civil Rights 12,989,300 14,338,500 1,349,200 10.39%
Civil Service 10,797,200 11,218,900 421,700 3.91%
Community Health 2,636,145,000 2,636,991,200 846,200 0.03%
Consumer and Industry Services 77,857,500 79,344,600 1,487,100 1.91%
Corrections 1,486,579,100 1,619,082,700 132,503,600 8.91%
Education 34,720,900 32,698,700 (2,022,200) -5.82%
Environmental Quality 96,246,400 99,825,000 3,578,600 3.72%
Executive Office 5,425,100 5,679,600 254,500 4.69%
Family Independence Agency 1,088,729,500 1,206,610,000 117,880,500 10.83%
Higher Education:
Community Colleges 297,228,000 306,198,478 8,970,478 3.02%
Universities/Grants & Fin. Aid 1,679,309,300 1,729,750,562 50,441,262 3.00%
Judiciary 161,482,900 168,555,100 7,072,200 4.38%
Legislature 101,711,700 104,896,100 3,184,400 3.13%
Legislative Auditor General 12,522,500 13,017,500 495,000 3.95%
Library of Michigan 34,258,100 34,714,900 456,800 1.33%
Management and Budget 45,495,300 46,960,800 1,465,500 3.22%
Michigan Strategic Fund 64,907,200 65,602,900 695,700 1.07%
Military and Veterans Affairs 39,700,500 41,206,900 1,506,400 3.79%
Natural Resources 51,495,000 55,723,900 4,228,900 8.21%
School Aid 420,613,500 420,613,500 0 0.00%
State 60,089,000 64,506,400 4,417,400 7.35%
State Police 268,719,900 296,363,400 27,643,500 10.29%
Transportation 0 0 0 0.00%
Treasury 71,229,500 70,235,200 (994,300) -1.40%
Debt Service 93,417,500 90,870,500 (2,547,000) -2.73%
BSF 37,100,000 0 (37,100,000) -100.00%
TOTAL $9,267,264,300 $9,637,416,440 $370,152,140 3.99%




Recommendation Summary

Federal Funds
Net of Program Transfers

FY2001 Change
Department FY00 Executive FYO00 to FY2001
Appropriations Recommendation Amount |  Percent
Agriculture $5,249,900 $6,037,000 $787,100 14.99%
Attorney General 6,401,700 6,816,000 414,300 6.47%
Capital Outlay 91,087,800 99,361,000 8,273,200 9.08%
Career Development 466,707,700 468,818,800 2,111,100 0.45%
Civil Rights 1,634,000 934,000 (700,000) -42.84%
Civil Service 4,779,100 4,779,100 0 0.00%
Community Health 4,188,318,300 4,380,058,900 191,740,600 4.58%
Consumer and Industry Services 219,090,000 231,507,800 12,417,800 5.67%
Corrections 25,686,400 26,633,600 947,200 3.69%
Education 862,136,600 871,088,900 8,952,300 1.04%
Environmental Quality 126,831,500 129,737,500 2,906,000 2.29%
Executive Office 0 0 0 0.00%
Family Independence Agency 2,374,089,800 2,124,055,000 (250,034,800) -10.53%
Higher Education:
Community Colleges 0 0 0 0.00%
Universities/Grants & Fin. Aid 3,900,000 3,900,000 0 0.00%
Judiciary 3,077,800 3,103,300 25,500 0.83%
Legislature 0 0 0 0.00%
Legislative Auditor General 0 0 0 0.00%
Library of Michigan 4,557,400 4,557,400 0 0.00%
Management and Budget 536,400 550,500 14,100 2.63%
Michigan Strategic Fund 53,203,200 52,673,200 (530,000) -1.00%
Military and Veterans Affairs 32,477,400 35,952,600 3,475,200 10.70%
Natural Resources 22,268,200 24,649,100 2,380,900 10.69%
School Aid 120,000,000 120,000,000 0 0.00%
State 3,112,100 2,704,700 (407,400) -13.09%
State Police 32,216,400 33,949,300 1,732,900 5.38%
Transportation 815,921,000 918,449,000 102,528,000 12.57%
Treasury 39,800,000 33,800,000 (6,000,000) -15.08%
Debt Service 0 0 0 0.00%
TOTAL $9,503,082,700 $9,584,116,700 $81,034,000 0.85%




Recommendation Summary

Other State, Private and Local Funds
Net of Program Transfers

FY2001 Change
Department FY00 Executive FYO00 to FY2001
Appropriations Recommendation Amount |  Percent
Agriculture $32,044,300 $34,484,000 $2,439,700 7.61%
Attorney General 7,965,000 8,683,700 718,700 9.02%
Capital Outlay 81,048,000 52,819,200 (28,228,800) -34.83%
Career Development 93,750,700 103,129,000 9,378,300 10.00%
Civil Rights 0 0 0 0.00%
Civil Service 10,709,200 11,107,600 398,400 3.72%
Community Health 1,258,132,000 1,308,449,200 50,317,200 4.00%
Consumer and Industry Services 194,265,100 206,739,700 12,474,600 6.42%
Corrections 48,760,700 50,913,800 2,153,100 4.42%
Education 20,727,900 21,004,900 277,000 1.34%
Environmental Quality 153,732,000 159,537,400 5,805,400 3.78%
Executive Office 0 0 0 0.00%
Family Independence Agency 179,963,100 175,962,200 (4,000,900) -2.22%
Higher Education:
Community Colleges 0 10,000,000 10,000,000 0.00%
Universities/Grants & Fin. Aid 91,550,000 105,250,000 13,700,000 0.00%
Judiciary 60,273,900 60,147,200 (126,700) -0.21%
Legislature 1,441,800 1,441,800 0 0.00%
Legislative Auditor General 293,800 266,600 (27,200) -9.26%
Library of Michigan 161,900 161,900 0 0.00%
Management and Budget 42,413,800 43,905,200 1,491,400 3.52%
Michigan Strategic Fund 50,706,700 50,706,700 0 0.00%
Military and Veterans Affairs 22,784,100 23,363,200 579,100 2.54%
Natural Resources 174,981,400 170,186,000 (4,795,400) -2.74%
School Aid 9,617,477,700 10,135,460,700 517,983,000 5.39%
State 61,483,400 64,846,100 3,362,700 5.47%
State Police 45,606,200 46,566,900 960,700 2.11%
Transportation 1,982,165,200 2,055,856,100 73,690,900 3.72%
Treasury 1,663,414,300 1,808,695,700 145,281,400 8.73%
Debt Service 700,000 700,000 0 0.00%
TOTAL $15,896,552,200 $16,710,384,800 $813,832,600 5.12%




Recommendation Summary

All Funds
Net of Program Transfers

FY2001** Change
Department FY00* Executive FY00 to FY2001
Appropriations Recommendation Amount Percent
Agriculture $91,750,000 $100,671,600 $8,921,600 9.72%
Attorney General 55,132,300 60,686,700 5,554,400 10.07%
Capital Outlay 455,560,600 471,994,800 16,434,200 3.61%
Career Development 584,112,300 596,954,400 12,842,100 2.20%
Civil Rights 14,623,300 15,272,500 649,200 4.44%
Civil Service 28,585,500 30,405,600 1,820,100 6.37%
Community Health 8,152,205,200 8,397,586,600 245,381,400 3.01%
Consumer and Industry Services 495,233,500 521,735,700 26,502,200 5.35%
Corrections 1,567,641,800 1,703,340,600 135,698,800 8.66%
Education 918,670,100 925,310,500 6,640,400 0.72%
Environmental Quality 393,588,600 406,611,600 13,023,000 3.31%
Executive Office 5,425,100 5,679,600 254,500 4.69%
Family Independence Agency 3,642,932,400 3,507,392,200 (135,540,200) -3.72%
Higher Education:
Community Colleges 297,228,000 316,198,478 18,970,478 6.38%
Universities/Grants & Fin. Aid 1,774,759,300 1,838,900,562 64,141,262 3.61%
Judiciary 227,122,000 235,414,100 8,292,100 3.65%
Legislature 103,153,500 106,337,900 3,184,400 3.09%
Legislative Auditor General 14,343,400 14,893,700 550,300 3.84%
Library of Michigan 38,977,400 39,434,200 456,800 1.17%
Management and Budget 140,921,700 163,529,800 22,608,100 16.04%
Michigan Strategic Fund 168,917,100 169,082,800 165,700 0.10%
Military and Veterans Affairs 94,962,000 100,522,700 5,560,700 5.86%
Natural Resources 253,387,700 254,238,400 850,700 0.34%
School Aid 10,158,091,200 10,676,074,200 517,983,000 5.10%
State 181,515,300 187,725,200 6,209,900 3.42%
State Police 368,850,300 398,599,100 29,748,800 8.07%
Transportation 2,808,545,700 2,984,764,600 176,218,900 6.27%
Treasury 1,783,254,400 1,921,909,300 138,654,900 7.78%
Debt Service 94,117,500 91,570,500 (2,547,000) -2.711%
BSF 37,100,000 0 (37,100,000) -100.00%
TOTAL $34,950,707,200 $36,242,837,940 $1,292,130,740 3.70%

Note: * FY0O0 All Funds includes Interdepartmental Grants and Intradepartmental Transfers of $283,808,000.
** FY2001 All Funds includes Interdepartmental Grants and Intradepartmental Transfers of $310,819,000.




Fiscal Year 2001
Executive Budget Recommendation

(Amounts in Thousands)

FY2000 FY2001 Executive
Department Current Law Budget Recommendation
Gross GF/GP Gross GF/GP
Agriculture 91,750.0 45,883.9 100,671.6 50,469.8
Attorney General 55,132.3 32,078.8 60,686.7 35,168.1
Capital Outlay 455,560.6 277,924.8 471,994.8 312,814.6
Career Development 584,112.3 22,606.9 596,954 .4 23,958.6
Civil Rights 14,623.3 12,989.3 15,272.5 14,338.5
Civil Service 28,585.5 10,797.2 30,405.6 11,218.9
Community Health 8,152,205.2 2,636,145.0 8,397,586.6 2,636,991.2
Consumer and Industry Services 495,233.5 77,857.5 521,735.7 79,344.6
Corrections 1,567,641.8 1,486,579.1 1,703,340.6 1,619,082.7
Education 918,670.1 34,720.9 925,310.5 32,698.7
Environmental Quality 393,588.6 96,246.4 406,611.6 99,825.0
Executive Office 5,425.1 5,425.1 5,679.6 5,679.6
Family Independence Agency 3,642,932.4 1,088,729.5 3,507,392.2 1,206,610.0
Higher Education:
Community Colleges 297,228.0 297,228.0 316,198.5 306,198.5
Universities/Grants & Fin. Aid 1,774,759.3 1,679,309.3 1,838,900.6 1,729,750.6
Judiciary 227,122.0 161,482.9 235,414.1 168,555.1
Legislature 103,153.5 101,711.7 106,337.9 104,896.1
Legislative Auditor General 14,343.4 12,522.5 14,893.7 13,017.5
Library of Michigan 38,977.4 34,258.1 39,434.2 34,714.9
Management and Budget 140,921.7 45,495.3 163,529.8 46,960.8
Michigan Strategic Fund 168,917.1 64,907.2 169,082.8 65,602.9
Military and Veterans Affairs 94,962.0 39,700.5 100,522.7 41,206.9
Natural Resources 253,387.7 51,495.0 254,238.4 55,723.9
School Aid (a) 10,158,091.2 420,613.5 | 10,676,074.2 420,613.5
State 181,515.3 60,089.0 187,725.2 64,506.4
State Police 368,850.3 268,719.9 398,599.1 296,363 .4
Transportation 2,808,545.7 0.0 2,984,764.6 0.0
Treasury 1,783,254.4 71,229.5 1,921,909.3 70,235.2
Debt Service 94,117.5 93,417.5 91,570.5 90,870.5
BSF 37,100.0 37,100.0 0.0 0.0
TOTAL 34,950,707.2 9,267,264.3 || 36,242,837.9 9,637,416.4




State Spending from State Sources

and Payments to Local Units of Government

Agriculture

Attorney General

Capital Outlay

Career Development

Civil Rights

Civil Service

Community Health

Consumer and Industry Services

Corrections

Education

Environmental Quality

Executive Office

Family Independence Agency

Higher Education:
Community Colleges
Universities/Financial Aid

Judiciary

Legislature

Legislative Auditor General

Library of Michigan

Management and Budget

Michigan Strategic Fund

Military and Veterans Affairs

Natural Resources

School Aid

State

State Police

Transportation

Treasury

Total

State Spending From
State Sources

$83,831,900
42,702,600
348,261,800
109,454,400
14,338,500
20,476,500
2,017,939,900
285,338,400
1,669,567,000
46,736,300
257,838,600
5,679,600
1,265,275,400

316,198,478
1,835,000,562
224,557,400
105,937,900
13,284,100
34,801,800
90,866,000
115,652,900
64,195,100
224,181,000
10,556,074,200
128,850,900
339,435,000
2,050,156,100
1,968,620,100

Payments to Local
Units of Government

$24,235,252,440

$3,100,000
0
28,770,000
0

0

0
999,699,100
28,125,000
81,056,300
14,054,400
6,519,900

0
142,932,000

306,198,478
4,670,654
113,701,000

0

0

21,783,200

0

0

120,000
23,868,700
9,926,830,300
69,800
19,884,100
1,157,693,500
1,644,168,200

Percentage of State Spending from State Sources
as Payments to Local Units of Government

$14,523,244,632

59.93%



State School Aid

(Amounts In Thousands)

Funding History

EY90 FY99 EY00 EY01

GF/GP $749,134.1 $420,613.5 $420,613.5 $420,613.5
All Funds $2,992,824.9 $9,663,904.6/ $10,158,091.2 $10,676,074.2

% Change - GF/GP 0.00% 0.00%

% Change - All Funds 511% 5.10%
KEY ISSUES GF/GP All Funds
3.5% Foundation Allowance Increase Plus Adjustments in Pupil Count
and Local Revenue Estimates $0.0 $287,468.0
Special Education Increased Costs $0.0 $39,158.9
Durant Il Net Funding Adjustments $0.0 $0.0
Teacher Technology Initiative $0.0 $55,000.0
Summer School for Second, Third & Fourth Graders $0.0 $38,000.0
Fully Fund At-Risk Program $0.0 $28,055.3
Expand School Readiness Program Enroliment by 4,000

and Increase Funding for Full Day Programs $0.0 $27,500.0
Increase Funding for Adult Learning $0.0 $20,000.0
Michigan Virtual High School $0.0 $15,000.0
Provide MEAP Incentive Bonuses $0.0 $8,000.0
Combine School Lunch Appropriations in School Aid Act $0.0 $7,368.7
Increase ISD Operations Funding by 3.5% $0.0 $2,912.1
Educational Performance & Information Center $0.0 $2,160.0
Eliminate One-Time FY0O Detroit City Schools Payment $0.0 ($15,000.0)
Other Adjustments $0.0 $2.360.0
Subtotal $0.0 $517,983.0
FY 2001 Executive Recommendation $420,613.5 $10,676,074.2
SCHOOL AID
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State School Aid

(Amounts In Thousands)

Funding History

FY90 FYO01 FY02 FY03
GF/GP $749,134.1 $420,613.5 $420,613.5 $420,613.5
All Funds $2,992,824.9 $10,676,074.2 $11,067,844.4| $11,532,624.1
% Change - GF/GP 0.00% 0.00%
% Change - All Funds 3.67% 4.20%
FY02 FY03
KEY ISSUES All Funds All Funds
Foundation Allowance Increases of 3.5% for FY02 and FY03 $319,000.0 $307,400.0
Provide FY03 Equity Payment to Raise Minimum Foundation Grant
to $6,500 Per Pupil $0.0 $116,000.0
Special Education Funding Increases $65,260.0 $64,720.0
Increase Summer School for Mandatory 4th Grade Component $0.0 $12,000.0
Increase At-Risk Funding by 3.5% $10,464.1 $10,830.4
Increase Funding for Full Day School Readiness Programs $5,000.0 $5,000.0
Increase ISD Operations Funding by 3.5% $3,014.1 $3,119.5
Eliminate One-Time FY01 Start-Up Funding and Provide Ongoing ($13,500.0) $0.0
Support for Michigan Virtual High School
Eliminate Two-Year Teacher Technology Initiative in FY03 $0.0 ($55,000.0)
Other Adjustments $2,532.0 $709.8
Subtotal $391,770.2 $464,779.7
FY 2002 and FY 2003 Executive Recommendations $11,067,844.4| $11,532,624.1
SCHOOL AID
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State School Aid

s Michigan enters the 21st century, improving public education remains
Governor Engler’s top priority. The Governor’s budget for School Aid
supports his interdependent goals for education of full freedom, full choice and

full funding as detailed in his State of the State address.

This year, the
Governor is
proposing a multi-
year School Aid
budget, providing
appropriations
through fiscal year
2003. In 1995, when
implementation of
Michigan’s school
finance reform
began, the
wealthiest districts
were considered
those with
foundations at or
above $6,500 per
pupil. Under the
Governor’s
proposal, in fiscal
year 2003 all school
districts will
receive at least

School Aid Fund Revenues
Total Earmarked Resources: $10,130.0 Million

Sales and Use Tax
51%
$5,170.1 Million

Tobacco and Liquor
Taxes 4%

$401.8 Million

Gambling Revenues
7%

Income Tax

$712.0 Million 20%

Property Related $2,043.9 Million
Taxes
18%

$1,802.2 Million

$6,500 per pupil. Proposal A has exceeded all expectations.

Since fiscal year 1998, the state has consistently spent more state dollars on K-12
education than is spent in the entire general fund budget. Total state/local

funding for schools is estimated to exceed $12.5 billion in fiscal year 2000, climb

to $13.2 billion by fiscal year 2001, grow to $13.7 billion in fiscal year 2002, and
$14.3 billion in fiscal year 2003.

Michigan’s Economic Success Results in a Healthy School Aid Fund

More than $10.1 billion in various state revenues are dedicated to the School Aid
Fund. Examples of dedicated taxes include $5.2 billion in sales and use taxes, $2
billion from income taxes, and $1.4 billion from the state education property tax.
Proceeds from the state’s lottery and casinos contribute over $700 million
annually. The remaining School Aid Fund revenues are a combination of other
smaller earmarked taxes. Thanks to the thriving Michigan economy, we are
fortunate to have healthy reserves in the School Aid Fund, allowing for increased
investment in public schools.

Fiscal Year 2001 Executive Budget

A variety
of
revenue
sources
are
dedicated
to the
School
Aid Fund
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Full Funding for School Aid

The Governor’s multi-year budget provides an increase of 3.5 percent in the
basic foundation allowance in each of fiscal years 2001, 2002 and 2003. In
addition, in fiscal year 2003 an equity payment of up to $183 per pupil is
provided to raise all districts to a minimum foundation allowance of $6,500 per
pupil. These generous increases result in minimum foundations of $5,896 in
fiscal year 2001 (an increase of $30 over the current fiscal year 2001 foundation
allowance of $5,866), $6,103 in fiscal year 2002, and $6,500 in fiscal year 2003.

Prior to Proposal A, the school finance reform of 1994, inequities in school

funding ranged from $3,398 per pupil in the lowest spending district to $10,294

in the highest spending district. With the implementation of Proposal A in fiscal
year 1995, all districts spending

Closing the Funding Gap below $4,200 per pupil were raised
to $4,200 - establishing a new

FY 1995 %%,ooo minimum foundation level.

| $6,500 Wealthy districts (those spending

authorized to levy additional

T above $6,500 per pupil) were

$6,103 millages to support their larger
FY 2002 $6,103 foundation allowances.

$6,500 . . . .
FY 2003 —se,soo To lessen the disparity in funding
. . . . . levels, the lowest spending

$4,000

$4,500  $5,000 $5,500  $6,000 $6,500 $7,000 districts have received greater

O Hold Harmless (Wealthy) Basic O Minimum

dollar increases in their foundation

Districts
will
receive no
less than
$6,500 per
pupil in
2003

SCHOOL AID
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grants than higher spending
districts, gradually moving them toward a benchmark *“basic” foundation
allowance. In fiscal year 2001, all school districts will be funded at this
benchmark level.

While achieving this goal is monumental, Governor Engler is not content to
declare victory on the issue of closing the equity gap between lower- and
higher-spending districts. His proposed multi-year budget establishes a new
benchmark in per pupil spending: by fiscal year 2003, every school district in
Michigan will receive at least $6,500 per pupil - once considered the threshold
for wealthy districts.

The total appropriation in this Executive Recommendation for foundation-
related expenses is $8.9 billion in fiscal year 2001, $9.2 billion in fiscal year 2002,
and $9.6 billion in fiscal year 2003.

Court Judgment Prompts Clarification of Funding for Constitutional
Obligations

Beginning in fiscal year 2001, the proposed budget implements accounting
changes which explicitly demonstrate compliance with the recent Durant v. State
of Michigan court case. In October, 1999, the Michigan Court of Appeals ruled
that the State of Michigan had properly funded its Headlee obligations under

Leadership for the 21st Century



the Michigan Constitution related to special education and special education
transportation. However, it further ruled that funds guaranteed by Proposal A for
total state and local per pupil revenue for school operating purposes could not
also be used to satisfy the state’s Headlee obligations. As the state has increased
funding so far beyond 1995 levels, there is no need to provide additional dollars to
comply with the court ruling. Instead a technical change to the School Aid budget
will be made to clearly demonstrate that the state is fully meeting its constitutional
obligations.

Calculations to determine the amount of state dollars owed to school districts for
general education and special education foundations, and for additional special
education payments, will continue to be made as they have been in previous
years. To ensure that the state has met its constitutional obligations, the total
amount of these dollars will be distributed to local school districts as follows:

. A Proposal A obligation payment will be made to school districts based
upon their fiscal year 1995 foundation allowance amount.
. A Headlee obligation payment will be made to school districts based

upon court-calculated payment requirements of 28.6138% of special
education costs and 70.4165% of special education transportation costs.

. A discretionary payment will be made to school districts of the remaining
state dollars after constitutional Proposal A and Headlee obligations have
been met.

Every district will receive the exact amount of funding they would otherwise
receive under current formulas.

Removing Barriers to Learning and Independence

In fiscal year 2001, funding for the state’s school readiness program for 4-year-olds
is increased by $12.5 million to give an additional 4,000
children an early start on educational success. An
additional $15 million is recommended to increase the
existing $5 million set-aside to expand school readiness and
Head Start programs so that they may operate for a full day.
Full day operations allow parents who are working to
access these high quality educational programs. This day
care supplemental funding is increased by an additional $5
million in fiscal year 2002, and again in fiscal year 2003.

“Every child must read”

— John Engler, State of the State
Message, January 19, 2000

The Governor remains committed to the requirement that all children should be
reading at the appropriate grade level by the time they reach the fourth grade. His
Reading Plan for Michigan includes federal funding targeted to school buildings
in low-income neighborhoods. The School Aid budget adds $38 million in fiscal
years 2001 and 2002, and $50 million in fiscal year 2003 to ensure that all at-risk
children have access to summer school opportunities. Summer school for second,
third and fourth graders will be optional in school years 2000-2001 and 2001-2002;
beginning in school year 2002-2003, summer school for low-achieving fourth
graders will be mandatory.

SCHOOL AID
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One-time funding of $10 million is provided in fiscal year 2000 to be expended
in collaboration with the Family Independence Agency on the Summer Family
Enrichment Project. This project is one component of FIA’s Family Opportunity
Project, which uses surplus federal Temporary Assistance for Needy Families
(TANF) dollars to support families who have not yet been successful in
obtaining employment. The Summer Family Enrichment Project will provide
opportunities for families to participate in programs to improve family literacy,
parenting skills, home and life management skills, workforce readiness skills,
participate in volunteer service and other options. This initiative is unique in
that it involves the entire family, including child care and summer school for
children.

Increased Opportunities for Exceptional Students

The Governor announced the creation of a Virtual High School in his 2000 State
of the State address. Start-up funding of $15 million is provided in fiscal year
2001 for this initiative, along with ongoing support of $1.5 million in fiscal years
2002 and 2003. Under the purview of the Michigan Virtual University, the
Virtual High School will significantly expand curricular offerings for all high
school students across Michigan. This alternative interactive, multimedia,
Internet-based, educational delivery system will provide high school students
with opportunities for advanced placement courses, dual enrollment with
postsecondary institutions, and access to information technology certification
programs and other advanced technology courses.

Rewards and Accountability
To ensure that Michigan teachers are ready for the 21st century, the Governor
sets aside $110 million ($55 million in fiscal year 2001 and again in fiscal year

2002) to reward public school teachers who complete

“Teachers give Engler an “A” for computer technology training. Teachers will be given
program to donate laptops” computers and Internet access upon completion of course

work. Districts have the option of delaying the required

—Laura Berman, Detroit News,increase in the minimum hours of instruction over the next
January 20, 2000 two years to provide time for teachers to complete the special

technology curriculum.

SCHOOL AID
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The Governor also announced the new Golden Apple Award, an academic
competition that rewards local elementary school personnel for their students’
achievement on the Michigan Education Assessment Program (MEAP) tests.
Every full-time employee, from custodians to principals, in buildings with the
highest test scores or which demonstrate the most improvement in scores, will
receive a $1,000 reward in addition to the Golden Apple award.

In an exciting new initiative, Michigan is partnering with Standard & Poor’s, long
known for its ability to help business make better investment decisions, to
provide information to the public. This information will allow citizens to
compare their district’s performance with neighbor districts, peer districts
elsewhere in the state, and to the state as a whole. In addition, the Governor is
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establishing the Educational Performance and Information Center to enhance the

guality, accessibility and usefulness of information on school performance. These

initiatives will be launched with funding of $10 million in fiscal year 2000, $2.2
million in fiscal year 2001, $2.3 million in fiscal year 2002, and $2.5 million in
fiscal year 2003.

Partnership for Adult Learning

Beginning in fiscal year 2001, funding for adult learning is increased by 25
percent, from $80 million to $100 million. The programs will now be
administered by the Department of Career Development while funding will
continue to be appropriated in the School Aid budget. Funding will be
distributed by local workforce development boards on a competitive basis to
adult education service providers. Eligible education providers include local
school districts as well as public school academies, community colleges, and
community organizations. Policy changes will put a greater emphasis on
accountability and link monetary grant awards to success and student
achievement. Workforce development boards will be required to document the
need for adult education and provide a strategic plan for their local region.

Fiscal Year 2001 Executive Budget
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Program Outcomes FY1998 | FY1999 | FY2000 | FY2001
Increase the percentage of 4" and 7" grade
students attaining satisfactory scores on the
MEAP mathematics and reading tests by
2.0% of the population tested:
4" Grade Math 741 71.7 +2.0% +2.0%
4" Grade Reading 58.6 59.4 +2.0% +2.0%
7" Grade Math 61.4 63.2 +2.0% +2.0%
7" Grade Reading 48.8 53.0 +2.0% +2.0%
Increase the percentage of 5" and 8" grade
students attaining satisfactory scores on the
MEAP science and writing tests by 2.0% of
the population tested:
5" Grade Science 40.4 37.5 +2.0% +2.0%
5" Grade Writing 64.3 54.8 +2.0% +2.0%
8" Grade Science 22.0 23.0 +2.0% +2.0%
8" Grade Writing 69.0 63.5 +2.0% +2.0%
Increase the percentage of high school
students attaining satisfactory scores on the
MEAP mathematics, reading, science, and
writing tests by 2.0% of the population tested:
Math 60.5 63.6 +2.0% +2.0%
Reading 58.9 67.3 +2.0% +2.0%
Science 51.7 51.0 +2.0% +2.0%
Writing 56.6 52.5 +2.0% +2.0%
Improve the ACT scores of Michigan high
school seniors. Maintain a composite score
greater than the national average by .2 or
more points (the 1998 and 1999 national
averages were 21.0). 213 21.3 +.2 points | +.2 points
Increase the high school graduation rate by at
least two percentage points annually. 82.7 84.7 +2.0% +2.0%
Increase the percentage of districts with
educational choice options by five percentage
points annually. 52.3 52.8 60.5 +5.0%
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Universities, Grants and Financial Aid

(Amounts In Thousands)

Funding History

EY00 EY)

GF/GP $1,193,518.7 $1,600,500.0, $1,679,309.3| $1,729,750.6
All Funds $1,197,173.8 $1,604,252.0) $1,774,759.3| $1,838,900.6

% Change - GF/GP 4.9% 3.0%

% Change - All Funds 10.6% 3.6%
KEY ISSUES GF/GP All Funds
Across-the Board Increase for University Operations (2.5%) $37,676.2 $37,676.2
State University Tier Funding (0.5%) $7,386.1 $7,386.1
Across-the-Board Increase for State and $5,379.0 $5,379.0

Regional Programs, Student Financial Aid
and Degree Reimbursements (3.0%)

Michigan Merit Award Program $0.0 $13,700.0
Subtotal $50,441.3 $64,141.3
FY 2001 Executive Recommendation $1,729,750.6| $1,838,900.6

UNIVERSITIES, GRANTS AND FINANCIAL AID
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Universities, Grants and Financial Aid

he Governor’s fiscal year 2001 recommendation continues his commitment to
ensuring that Michigan’s higher education institutions are accessible,
affordable and accountable. Since fiscal year 1991, the general fund budget for

The Governor recommends
that this overall increase be distributed

. A 2.5 percent across-the-board

increase for all universities,
totaling $37.7 million; and,

«  Anadditional $7.4 million
(0.5 percent) to increase
per student funding for those
universities that fall below the
floor within their
funding tier.

The Executive Budget also recommends a $30
million current year supplemental for
infrastructure, technology, and equipment
needs at our state universities. The combined
operational and supplemental funding
increases total $75 million or 5 percent.

These increases build upon those granted as
part of last year’s budget process. At that time,
a 5.4 percent funding increase for fiscal year
2000 (P.A. 93 of 1999) and $28.5 million of
supplemental funding (equivalent to a 2
percent increase) was also provided for
infrastructure, technology, equipment and
maintenance needs at our state universities
(P.A. 69 0f 1999). This 7.4 percent funding
increase provided for the current school year,

Over 89% higher education has increased by $562 million — over 48 percent — well above
of highé’l’ the 30 percent increase in inflation. The Governor’s fiscal year 2001 budget
recommends $1.84 billion total, of which $1.73 billion is general fund.
education . _
University Operations Support Increased
funding Michigan’s system of higher education is one of the most respected in the nation.
The Governor’s fiscal year 2001 budget continues strong state support for public
SU,UpOI’tS university operations by recommending an overall increase of $45.1 million, or 3
university ngher Education Spending percent,
Fiscal Year 2001 .
operatlonal as follows:
University
COS tS Grants and Opesrg.t;c:;s
Financal Aid
7.0%
Statewide
Programs
3.7%
UNIVERSITY OPERATIONS FY2001
($ In Millions)
Lake Superior State University $ 137
University of Michigan — Flint 23.0
Saginaw Valley State University 259
University of Michigan - Dearbom 26.7
Oakland University 49.0
Northem Michigan University 50.0
Michigan Technological University 53.1
Fenis State University 534
Grand Valley State University 55.8
Central Michigan University 83.5
Eastem Michigan University 84.9
Westem Michigan University 120.6
Wayne State University 244.0
Michigan State University 3136
University of Michigan 347.3
Total $1,544.7

UNIVERSITIES, GRANTS AND FINANCIAL AID
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coupled with the recommended

additional 5 percent increase for next Funding Floor of $4.500 FY2000 FY2001
year, brings the two-year increase to Northern Michigan University $6,975 $7,149
Lake Superior State University $4.744 $4.863
12'4 percer_]t . more than double University of Michigan - Flint $4,360 $4,523
estimated inflation of 6.1 percent. Saginaw Valley State University $4.237 $4.397
Grand Valley State University $3,935 $4,088

Tier Funding Funding Floor of $4.600
The fiscal year 2000 appropriation act Ferris State University $6,123 $6,277
(P.A. 93 of 1999) placed the 15 state Eastern Michigan University $4.541 $4.708
universities into five separate funding  [Céntral Michigan University $4,278 $4,439
tiers and established minimum per Funding Floor of $4.700

upil funding floors for each tier. The University of Michigan - Dearborn $4,563 $4,732
? P | 20%1 et alloontos n tota]  |02Kand University $4,317 $4,479

Isca yea.r . udget atlocates a tota Funding Floor of $5.700
of $7.4 I’T]Illlo_n or $53 per student to Michigan Technological University $8,547 $8,761
each university whose current per Western Michigan University $5.386 $5.575
pupil funding is below the funding Funding Floor of $9,000
floor for its tier. The recommended Wayne State University $10,246 $10.503
funding brings three universities University of Michigan - Ann Arbor $9,240 $9,471
(University of Michigan-Flint, Eastern Michigan State University $7.660 $7.905
Michigan University, and University of
Michigan-Dearborn) up to their respective funding floors. Th

ree
Making College More Affordable
Maintaining Tuition Restraintin response to tuition restraint language in the more
fiscal year 2000 appropriation act, all state universities held their tuition and fee CO”E’Q@S
increase to 3 percent or less.
. L _ _ reach

To encourage continued tuition restraint, comparable language is recommended
for fiscal year 2001. Similar to fiscal year 2000, any state university increasing funding
tuition and fees more than 3 percent will be subject to a base reduction of 1.5
percent when calculating fiscal year 2002 funding. floor

Michigan Merit Award The $2,500 Michigan Merit Award is available beginning
with this year’s high school graduating class. Eligibility is based on student
achievement on the MEAP tests or through high achievement on college entrance
exams or a nationally recognized job skills assessment. The award may be used
for education and training at a variety of educational settings including a state
university, a community college, an independent college, or for vocational/
technical training at an approved postsecondary education institution. There is
great flexibility in the way the award money may be applied toward expenses.
This innovative program is funded from the Michigan Merit Award Trust Fund.
The Governor’s fiscal year 2001 budget includes an additional $13.7 million for
total funding of $100 million, to provide for an estimated 40,000 Michigan Merit
Awards, a 16 percent increase over the 34,500 funded in fiscal year 2000.

Lt. Governor’s Commission on Financing Postsecondary Educatidime fiscal
year 2001 budget implements proposals made by Lt. Governor Dick Posthumus’

UNIVERSITIES, GRANTS AND FINANCIAL AID
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Michigan Commission on Financing Postsecondary Education. The commission
recommends the creation of a college savings plan to encourage families to save
for their children’s education. The Lt. Governor’s Commission also recommends
creation of a program to provide tuition for recent high school graduates
enrolling at a community college or pursuing an associate degree at a state
university, whose family income is $40,000 or less.

Needs Based Student Financial Aid Increasedhe recommended budget
provides a 3 percent increase ($3.2 million) for current need based student
financial aid programs including the Competitive Scholarship, Tuition Grant,
and Michigan Work Study Program. In addition, the Tuition Grant program is
increased by $1.2 million as a result of a funding shift from the general degree
reimbursement program.

State and Regional Higher Education Programs Supported

The Governor’s budget provides a 3 percent increase or $1.9 million for the
Agricultural Experiment Station, Cooperative Extension Service, Japan Center for
Michigan Universities, Michigan Molecular Institute, and the Martin Luther
King, Jr./Cesar Chavez/Rosa Parks programs.

Capital Outlay

State funding for modern facilities has played a major role in enabling our state
universities to maintain competitive instructional programs. During the 1990s
the state has supported over $1.6 billion in capital outlay projects, funding a total
of 57 projects at the 15 university campuses. This investment in facilities allows
our higher education institutions to maintain competitive instructional programs
and prepare Michigan citizens to compete in the 21st century job market. The
recently enacted fiscal year 2000 and 2001 capital outlay budget (P.A. 265 of 1999)
contains planning authorization for five additional university building projects
at the University of Michigan - Dearborn, Saginaw Valley State University, Grand
Valley State University, Western Michigan University, and Oakland University,
as well as the Southwest Regional Education Center to be jointly operated by
Western Michigan University and Lake Michigan College. It also contains $118.4
million in fiscal year 2001 support for State Building Authority debt service
obligations on state university building projects completed during the 1990’s.

Independent Colleges Receive Comparable Support

The grants for general degree graduates, allied health graduates, and Michigan

resident dental graduates provide support for Michigan’s independent colleges
and universities. A 3 percent increase is recommended for these programs at a

cost of $346,000.

In the current year appropriations act, $1.6 million was added to the general
degree reimbursement funding provided to independent colleges and

universities. Part of this added funding was to be reallocated to the Tuition
Grant program in fiscal year 2001, based on tuition restraint by independent

UNIVERSITIES, GRANTS AND FINANCIAL AID
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colleges and universities (keeping tuition increases to 3 percent or less). Based on
reported tuition and fee increases at independent colleges and universities, the
fiscal year 2001 budget reallocates $1.2 million of the $1.6 million to the Tuition
Grant program funding. The remaining funds are retained under the general
degree reimbursement program. In addition $1.5 million in supplemental
funding (equal to a 2 percent increase) is recommended for independent colleges
for general degree reimbursements.

PROGRAM OUTCOMES

Maintain North Central Accreditation
Complete fiscal year with a positive fund balance
Maintain or improve baccalaureate graduation rates

Maintain or improve the percentage of graduates who
find jobs

Maintain or improve faculty contact hours with
undergraduate students

Detail for each institution available from State Budget Office

UNIVERSITIES, GRANTS AND FINANCIAL AID
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Community Colleges

(Amounts In Thousands)

Funding History

FY90 FY99 FY00 FYO1

GF/GP $212,490.5 $282,000.0 $297,228.0 $306,198.5
All Funds $212,490.5 $282,000.0 $297,228.0/ $316,198.5

% Change - GF/GP 54% 3.0%

% Change - All Funds 5.4% 6.4%
KEY ISSUES GF/GP All Funds
Operations Increase of 3.0% $8,798.3 $8,798.3
At-risk Student Success Program Increase of 3.0% $107.5 $107.5
Renaissance Zone Tax Reimbursement Funding $64.7 $64.7

Adjustment

Lt. Governor's Commission on Financing Postsecondary

Education $0.0 $10.000.0
Subtotal $8,970.5 $18,970.5
FY 2001 Executive Recommendation $306,198.5| $316,198.5

COMMUNITY COLLEGES
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95% of
budget
goes
directly to
colleges

Community Colleges

ichigan’s comprehensive community college system provides its citizens

with access to affordable postsecondary education. Community colleges
play a vital role in assisting our industries and businesses by supplying and
maintaining a well-trained and technologically-oriented workforce necessary to
maintain competitiveness in the global marketplace. Over one-half million
people each year are enrolled at Michigan’s community colleges in various
occupational programs, preparatory courses for successful transfer to four-year
colleges and universities, and continued lifelong learning experiences. The
Governor’s fiscal year 2001 budget recommends $316.2 million total, of which
$306.2 million is general fund.

Operations Support
The fiscal year 2001 general fund

appropriation for operation of Michigan’s Fiscal Year 2001 Spending
28 community colleges is increased by

COMMUNITY COLLEGE OPERATIONS FY2001

($ In Thousands) Community
West Shore Community College $ 2,291.1 College
Glen Oaks Community College 2,336.2 Operations
Kirtland Community College 2,965.5 95%
North Central Michigan College 3,016.1
Montcalm Community College 3,112.0
Monroe County Community College 4,146.2 Other 5%
Gogebic Community College 4,156.2
Mid Michigan Community College 4,336.8
Bay de Noc Community College 4,857.9
Alpena Community College 5,073.6 $8.8 million to $302.1 million, a 3
Lake Michigan College 5,133.6 percent increase over fiscal year 2000 —
Southwestern Michigan College 6,421.9 equal to inflation. Consistent with the
St. Clair County Community College 6,993.8 method endorsed by the community
Muskegon Community College 8,911.7 .

— college presidents and trustees, half of
Northwestern Michigan College 9,007.9 . . .
Kellogg Community College 9,541.4 the f'_scal year 2001 increase Is .
Kalamazoo Valley Community College 12,055.8 distributed across-the-board, with the
Jackson Community College 12,181.7 remaining distributed utilizing the
Washtenaw Community College 12,176.0 Gast-Mathieu formula. The Executive
Schoolcraft College 12,194.2 Budget recommendation also includes
Delta College 14,230.01 5 $5.9 million fiscal year 2000
Mott Community College. 15,650.5 supplemental for technology and
Wayne County Community College 16,476.5 . -
Grand Rapids Community College 18.092.4 infrastructure needs. _The $5.9 mI||IOI_”|
Oakland Community College 21,058.3 represents a 2 percent increase and will
Henry Ford Community College 21,625.9 be distributed as an across-the-board
Lansing Community College 30,806.7 adjustment. The supplemental
Macomb Community College 33,223.3 appropriations boosts the overall
Total $302,073.2 funding increase for community

colleges up to 5 percent.

COMMUNITY COLLEGES
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In fiscal year 2000, community colleges received a 5.5 percent funding increase.
In addition, at the end of fiscal year 1999, $5.6 million of supplemental funding
was also appropriated for infrastructure, technology, equipment and
maintenance needs (PA 69 of 1999), for an overall increase of 7.5 percent. This
two year increase of 12.5 percent is more than double the estimated inflation of
6.1 percent.

Tuition Restraint Fundmg
As an incentive to encourage community colleges to control tuition costs, state for
funding is reduced if a community college increases its tuition by 3 percent or
more. Language in the current community colleges budget requires a reduction Cgmmuni[y
of 1.5 percent in base funding for any community college which increased
tuition by more than 3 percent for the 1999-2000 school year. In accord with that COII&’gES
language, the fiscal year 2001 budget reduces funding for Gogebic Community
College, Monroe County Community College, and Wayne County Community up 61%
College by a total of $369,300. This amount is redistributed through the
community college formula to those community colleges that held their tuition over the
increase to 3 percent or less. To ensure community colleges remain affordable, Jast ten
this tuition restraint provision is maintained in fiscal year 2001.

. . . years
Making College More Affordable for Low and Middle Income Families
Lt. Governor’s Commission on Financing Postsecondary Educatiohe fiscal
year 2001 budget implements proposals made by Lt. Governor Dick Posthumus’
Michigan Commission on
Financing Postsecondary Funding for Community Colleges Up 61 Percent

Educat_ior}. The Lt. Governor’s Change from FY1991 to FY2001
Commission recommends

creation of a program to provide

- ; 70%
tuition for recent high school °
graduates enrolling at a 60%
community college or pursuing 50%

an associate degree at a state

university, whose family income
is $40,000 or less. The 30%
community college budget

40%

; 20%
recommends funding from the
Michigan Tobacco Settlement 10%
Trust Fund to support the 0%

program.

O Community College Spending  OlInflation

Michigan Merit Award- The

$2,500 Michigan Merit Award is

available beginning with this year’s high school graduating class. Eligibility is

based on student achievement on the MEAP tests or through high achievement

on college entrance exams or a nationally recognized job skills assessment. The

COMMUNITY COLLEGES
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award may be used for education and training at a variety of educational settings
including a community college, a state university, an independent college, or for
vocational/technical training at an approved postsecondary education
institution. This innovative program is funded from the Michigan Merit Award
Trust Fund.

Other State Support

Michigan invested nearly $60 million in fiscal year 1999 for capital costs at fifteen
community colleges to establish sixteen Michigan Technical Education Center
(M-TEC) projects. These centers will deliver training programs in high wage,
high skill, and high demand occupations to increase the number of skilled
workers in Michigan’s workforce.

Capital Outlay

During the 1990’s, the state authorized $471 million for 48 different community
college building and renovation projects. The recently enacted fiscal year 2000
and 2001 capital outlay budget (P.A. 265 of 1999) contains planning authorization
for eight additional community college projects at Gogebic, Glen Oaks,
Schoolcraft, Grand Rapids, Henry Ford, Macomb, Lake Michigan (a joint project
with Western Michigan University) and Washtenaw community colleges. It also
contains $15.9 million in fiscal year 2001 general fund support for State Building
Authority debt service obligations for community college building projects
which were constructed during the last decade.

Other Recommendations

Funding for the At-Risk Student Success Program at each community college is
increased 3 percent to $3.7 million for fiscal year 2001. This program provides
additional funds to colleges for approximately 35,000 students who are
academically at-risk in order to overcome a wide range of obstacles and ensure
college success.

In addition, $433,131 is built into the fiscal year 2001 recommendation to
reimburse community colleges for revenue lost as a result of the establishment of
Renaissance Zones.

COMMUNITY COLLEGES
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COMMUNITY COLLEGE PROGRAM OUTCOMES

Maintain North Central Accreditation

Complete fiscal year with a positive fund balance

Percentage of graduates who find jobs

Maintain or improve percentage of students passing
licensing or certification exams

Maintain or improve percentage of students transferring to 4-

year institutions doing at least as well as students already
attending those institutions

Detail for each institution available from State Budget Office

COMMUNITY COLLEGES
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Department of Education

(Amounts In Thousands)

Funding History*

FY90 FY99 FY00 FYO01
GF/GP $35,917.5 $43,297.7| $34,720.9] $32,698.7
All Funds $278,162.3 $800,840.7| $918,670.1| $925,310.5
% Change - GF/GP -19.8% -5.8%
% Change - All Funds 14.7% 0.7%
KEY ISSUES GF/GP All Funds

Federal Program Adjustments $0.0 $8,359.2

- National School Lunch $7,200.0

- Refugee Children Impact Grant $950.0

- Troops to Teachers $40.0

- Migrant Technology ($576.3)

- State Systemic Initiative ($50.0)

- Other Federal Program Adjustments $795.5
Reading Plan for Michigan -- School Components $0.0 $350.0
School Improvement Plan Consolidation $300.0 $300.0
Consolidation of School Lunch Programs in School Aid Act ($2,600.0) ($2,600.0)
Student Record Database -- Remove One-time Funding ($324.0) ($324.0)
Study of Teacher Preparation -- Remove One-time Funding ($237.5) ($237.5)
Technical Adjustments $283.6 ($735.3)
Economic Adjustments $555.7 $1,528.0
Subtotal ($2,022.2) $6,640.4

*Adjusted for program transfers

FY 2001 Executive Recommendation $32,698.7| $925,310.5

EDUCATION
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Department of Education

he Governor’s fiscal year 2001 recommendation for the Department of
Education focuses on improving the educational performance of
kindergarten through 12th grade schools in

Department of Education Budget Michigan. The department supports school

Over 94%
of
Education’s
budget
goes
directly to
local
schools

EDUCATION
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improvement initiatives by investing in early
intervention programs, promoting educational
choices for parents, developing a framework for
accountability, providing technical assistance to
districts, and helping to create a clearinghouse for
information on school performance. The

M'E;Q'ecahf;;zfo" department is also working to ensure greater

Blind flexibility in the administration of the state School
1% Aid Act and federal categorical programs to
support innovative school improvement programs.

Total fiscal year 2001 recommended funding for the

Grants to
Schools
94%

Educational

Support Department of Education is $925.3 million total, of
Admin. Progrjms which $32.7 million is general fund.
2% %

Reaching Out to Improve Schools

Implementation of the department’s field services delivery system has
fundamentally changed the way the department provides educational services.
Over $863.8 million of the department’s fiscal year 2001 budget is composed of
state and federal education grants to local districts. Working directly with school
districts, department staff help to assure that the resources available to school
districts are focused on improved student learning. The department also works
with districts on their school improvement process and identifies strategies to
assist the district in meeting performance standards.

Helping Children Through Early Intervention

Reading Plan for MichiganThe Governor’s Reading Plan for Michigan
continues its focus on early literacy and intervention with the aim of having all
children read at grade level by the time they reach the 4th grade. To date, over
125,000 of the popular reading readiness packages (R.E.A.D.Y. kits) have been
distributed statewide to parents of infants, toddlers, and preschool children. The
Governor’s fiscal year 2000 supplemental recommendation includes $2.25
million for continued production and distribution of the R.E.A.D.Y. Kkits. In
addition, the fiscal year 2001 recommendation includes $350,000 for ongoing
development and evaluation of the school components of the program. The
Reading Plan for Michigan is further enhanced by over $65 million added in the
School Aid Act for additional early intervention efforts, including $38 million for
intensive summer school programs for children at risk of not scoring well on 4th
grade MEAP reading tests. The School Aid Act also provides $5 million for an
innovative pilot program that focuses reading curriculum on children in grades
K-3 who have learning disabilities. The department will continue to
aggressively pursue federal funds available for early literacy programs.

Leadership for the 21st Century



Pre-School and Early-On ProgramsPreparing children so they are “ready to

learn” as they enter kindergarten is the goal behind Michigan’s investment in

early childhood programs. Over 24,000 children are served annually through

Michigan’s school readiness, child care and development, and prevention Over
programs — which support children 0-8 years-old who are at risk of school

failure. The school readiness program is increased in the State Aid Act by $27.5 65,000
million to fund more preschool slots and to increase the number of full day

programs. Michigan’s innovative Early-On program annually targets support students
services to over 10,000 infants and toddlers who are in need of early intervention
services due to disabilities and developmental delay. Pre-school special are
education services are also provided to over 19,000 children with disabilities. .
This emphasis on early intervention programming is key to ensuring that all taklng

. : e i . o
gzrlllgjrren in Michigan have the educational support necessary to succeed in the 21 advantage

y.
. . _ of new
Supporting Choice in Education
Educational choice is also emphasized through the creation of a new Office of education
Education Options, Charters and Choice. Michigan’s charter school initiatives and .
schools of choice programs have expanded the opportunities for students and choices
parents to choose the
public school that best fits
their needs. The Public School Choices Create
department will continue New Opportunities for Parents and Students
to support the expansion L, B 577000
of parental choice by 5 0000
working with charter c :2222 ar000 | 18600 |
school authorizing S oo 14400 n
institutions, providing S 0000 N -
technical assistance to new § 20,000 5000 | 7,800 - 33,500 A0
and existing public school 1°’°°z I Kol I s |
academies, and 1995 1996 1997 1998 1999 2000
supporting schools of [3 Charter School Pupils OSchools of Choice Pupils
choice programs within
traditional school districts.
Emphasizing Excellence in the Classroom
The Department of Education’s new Office of School Excellence includes key early
childhood, curriculum, school health, and school improvement programs. In
support of these programs, the Governor’s fiscal year 2001 budget
recommendation includes $300,000 for technology to assist schools in
consolidating multiple school improvement plans required by various state and
federal programs. A cohesive school improvement framework is an important
tool in targeting programs to at-risk children, enhancing student performance,
empowering teachers, fostering parental involvement, and creating the pathway
for greater flexibility in the delivery of federal programs.
EDUCATION
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Preparing Teachers for Tomorrow

The department is responsible for ensuring that Michigan has a qualified
workforce of teachers and administrators prepared to meet the educational needs
of our students. Michigan public schools employ approximately 96,000 teachers
and 11,000 school administrators. The department works with teacher
preparation institutions to ensure that the 6,500 new teachers annually
recommended for certification in Michigan meet the highest standards. Over
130,000 competency tests are administered per year, with the passing rate
anticipated to reach an average of 86 percent in 2001.

Providing Support Services That Help Children Learn

One of the ways in which the department helps to create a more conducive
learning environment is by making sure that all children have proper food and
nutrition. More than 720,000 lunches are served daily in 3,965 public schools,
non-public schools, and residential institutions in Michigan. In 1999, free and
reduced price meals accounted for 51 percent of all meals served, with
approximately 133,000 low income children receiving breakfast on a daily basis.
The department is working with districts to increase participation in the school
breakfast and after-school snack programs, with the goal of achieving 88 percent
and 18 percent participation rates, respectively, in 2001. The recommended
budget transfers $2.6 million to the state School Aid
Act to consolidate mandated school lunch programs.

“Our goal must be a completely literate society,
where every person can read, comprehend and Fiscal Year 2000 Supplemental

be successful in the workplace.” The Governor’s recommendation in the state School
Aid Act includes fiscal year 2000 support of $10
Governor John Engler million to enhance the quality and availability of

Detroit Free Press, December 20, 1999 educational statistics. This project will help to

accelerate and expand the work the department is
currently doing in relation to the Michigan
Educational Information System. In addition, the supplemental recommendation
includes $2.25 million for the continued production and distribution of the
R.E.A.D.Y. Kits, $40,000 in federal Troops to Teachers funds so that military
personnel can transition their skills into the classroom, and $220,000 to encourage
districts to participate in the National Assessment of Educational Programs
(NAEP).

EDUCATION
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Program Outcomes

FY1998

FY1999

FY2000

FY2001

Increase the number of public school
buildings participating in the following
programs:

School breakfast
After-school snacks

71%
0%

83%
2%

85%
17%

88%
18%

Through early intervention, decrease
the number of school-age students
identified as learning disabled due to
a reading deficiency

86,700

91,100

86,500

77,900

Increase number of new teachers
recommended for certification by
Michigan teacher preparation
institutions

5,788

6,200

6,500

6,500

Increase passing rate for subject area
teacher certification tests

85%

84%

85%

86%

Reduce paperwork by increasing
percent of school districts using a
consolidated application for
categorical programs

38%

43%

53%

63%

Fiscal Year 2001 Executive Budget
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Department of Career Development

(Amounts In Thousands)

= FY90 FY99 FY00 EYol
GF/GP $19,439.7 $46,484.5 $22,606.9  $23,958.6
All Funds $412,428.1 $544,934.3) $584,112.3| $596,954.4
% Change - GF/GP -51.4% 6.0%
% Change - All Funds 7.2% 2.2%
KEY ISSUES GF/GP All Funds
Workforce Investment Act Administrative Costs $300.0 $498.8
Michigan Community Service Commission Volunteerism Increase $434.0 $434.0
Use Available Federal Funds to Finance Displaced Homemakers Program ($517.8) $0.0
Council of Michigan Foundations Funding Adjustment $0.0 $6,000.0
U.S. Department of Education Office of Special Education Rehabilitation Services $0.0 $3,681.5
Adult Basic Education Federal Grant Award $0.0 $980.6
Local Revenue Contracts with Employment Services Agency $0.0 $4,000.0
Centers for Independent Living $500.0 $500.0
Other Adjustments $0.0 $690.9
Economic Adjustments $6355  $2790.3
Subtotal $1,351.7  $19,576.1
FY 2001 Executive Recommendation $23,958.6| $596,954.4
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Department of Career Development

he Department of Career Development is the state’s workforce development

agency. It encompasses job training, recruitment, and career preparation
programs for the State of Michigan. The Governor’s fiscal year 2001 budget
maintains strong support for workforce development programs with funding of
$596.9 million gross, $23.9 million general fund. The department is responsible
for developing a ready supply of technically educated workers. The
department’s goal is to develop a system that creates a workforce with the skills
required to maintain and enhance the Michigan economy.

The fiscal year 2001 recommendation implements Executive Order 1999-12,
which transfers adult education functions from the Department of Education to
the Department of Career Development. This action consolidates Michigan’s
career preparation system and enhances Michigan’s ability to compete in the
global economy.

Adult Learning The Governor’s 2001 recommendation increases funding for
adult learning programs by 25 percent, from $80.0 million to $100.0 million. The
programs will now be administered by the Department of Career Development
while funding will continue to be appropriated in the School Aid budget.
Funding will be distributed by local workforce development boards on a
competitive basis to adult education service providers. Eligible education
providers include local school districts as well as public school academies,
community colleges, and community organizations. Policy changes will put a
greater emphasis on accountability and link monetary grant awards to success
and student achievement. Workforce development boards will be required to
document the need for adult education and provide a strategic plan for their
local region.

Welfare Reform Michigan’s nationally recognized welfare reform program
continues to yield dramatic caseload reductions, a 72 percent decline since 1993.
Current program support for Michigan’s successful Work First and Welfare-to-
Work programs is more than $132.1 million, allowing Michigan to move people
from welfare dependency to work. Michigan’s welfare reform strategy has been
successful, setting a benchmark for the nation. Since the beginning of the Work
First program in October 1994, more than 230,000 participants have been placed
in employment. As a result of this success, Michigan is redirecting some of these
resources toward retention activities and intensive services for clients who have
had difficulty securing employment.

Career Development System|n fiscal year 2000, $75.0 million in one-time
Tobacco Settlement Trust Fund revenue was appropriated to support new career
development initiatives. A competency-based curricula fund will be established
to enhance current training provided through community colleges and other
providers to ensure that students learn the skills that businesses need.

Operation Fast Break, an accelerated course in reading, writing, computer skills

CAREER DEVELOPMENT
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and personal discipline in the workplace,

will be initiated during fiscal year 2000.

In addition, career preparation activities

being provided through local work force g9
development boards will be enhanced.
Activities will include internships, career 7,000
awareness, externships for faculty, and

Michigan Rehabilitation Services

Junior Achievement-type activities. 6,000
5,000

Rehabilitation Services Another program

operated by the Department of Career 4,000

1993 1994 1995 1996 1997 1998 1999

Development is the Michigan
Rehabilitation Services program, which assists members of the disabled

community with building the skills necessary to secure and maintain Over
employment. Moving people off public assistance and into jobs has resulted in

savings to the taxpayers of $18.1 million between 1993 and 1998. Michigan 45,000
Rehabilitation Services provides services to more than 40,000 individuals

annually. In 1999, over 7,400 individuals were directly placed into jobs. Persons
Fiscal Year 2001 Recommendations with

Work Force Investment ActA $498,800 increase, $300,000 general fund, is disabiliti
recommended to provide required state matching funds and to adjust federal 15aonties
Work Force Investment Act funds to the expected award level. p laced in

Michigan Community Service CommissiorA $434,000 increase is recommended jObS since
for the Michigan Community Service Commission to enhance volunteerism

activities across Michigan. Additionally, $6.0 million in Tobacco Settlement Trust 7993

Fund interest earnings currently appropriated by boilerplate language will be

directly appropriated to the Council of Michigan Foundations. These funds are

used to provide grants to support community efforts to address youth and senior

health needs.

Other Non-General Fund AdjustmentsThe U.S. Department of Education Office
of Special Education Rehabilitation Services has increased grant awards by $3.7
million, which will allow the department to increase services to Michigan
residents. An increase in the Adult Basic Education grant award was also secured
in fiscal year 2001. The Employment Services Agency will receive an additional
$4.0 million in local revenue for employment services activities to be provided in
the metropolitan Detroit region.

Centers for Independent LivingA $500,000 general fund increase is recommended
for Centers for Independent Living. This funding will support activities which
assist persons with disabilities to live independently and to secure training to
obtain and maintain employment.

CAREER DEVELOPMENT
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PROGRAM OUTCOMES

FY1998

FY1999

FY2000

FY2001

Develop a system that produces a
workforce with the skills needed by
Michigan businesses.

Maintain or increase the current
employment rate of Work First
program recipients

Employed
Retained 90+ days

45%
27%

51%
22%

51%
22%

51%
25%

Close at least 14 percent of Work First Family
Independence Program (FIP) cases due to
job placement or increased earnings

N/A

14%

14%

14%

Increase the percentage of job
seekers getting jobs within 90 days of
using the Michigan Talent Bank

28%

35%

40%

42%

Increase by 10% or more the use of
labor market information for career
and workforce planning by Michigan
citizens and businesses

N/A

314,000

350,000

400,000

Increase by 5% the number of
persons with disabilities who are
successfully rehabilitated and employed

7,070

7,403

7,775

8,160

CAREER DEVELOPMENT
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Michigan Strategic Fund

(Amounts In Thousands)

Funding History

FY90 FY99 FY00 FY01

GF/GP $26,077.0 $64,593.0/ $64,907.2] $65,602.9
All Funds $120,006.5 $132,056.5 $168,917.1| $169,082.8
% Change - GF/GP 0.5% 1.1%

% Change - All Funds 27.9% 0.1%

KEY ISSUES GF/GP  All Funds
Economic Adjustments $695.7 $695.7
Other Adjustments $0.0 ($530.0)
Subtotal $695.7 $165.7

FY 2001 Executive Recommendation $65,602.9| $169,082.8
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Michigan Strategic Fund

he fiscal year 2001 Executive Recommendation for the Michigan Strategic

Fund includes $169.1 million total, of which $65.6 million is general fund.
This budget encompasses funding for all economic development programs,
global and Michigan business development activities, travel and tourism
promotion, economic development grants, job creation services, and federal
community development block grants.

Allocation
The Michigan Strategic Fund has entered into agreements with local
of governments to create the Michigan Economic Development Corporation
economic (MEDC), a public body. This will ensure long-term continuity and an increased
focus and flexibility for economic development issues. The Michigan Economic
y P g
development Development Corporation administers and coordinates economic development
activities funded by the Michigan Strategic Fund. The MEDC partners with local
funds units of government, universities, and businesses to retain and attract more high
skill, high wage jobs to the state. Michigan’s economic development activities
have been very successful. Michigan has been ranked number one in the nation
for attracting new business sites for the last two years.
FY2001 Michigan Strategic Fund More than 750,000 jobs have been created
Budget in Michigan since 1991, pushing our
unemployment rate below the national
Community Economic average for five years in a row.
Development Development Established three years ago, Michigan’s
B'°;';; rant 32% Renaissance Zones have had a positive
effect on Michigan’s economy,
establishing 128 projects in 11
economically depressed areas of the
state, creating more than 3,600 jobs, and
Ad’“"gf/"a“” attracting $300 million in private
’ investments. Legislation in 1999
Tourism expanded the number of Renaissance
Life Sciences T Zones from 11 to 26 and gave local
Research communities the authority to create

29% additional subzones in the original 11

zones approved in 1997. This greater flexibility will enable local communities to
attract businesses best suited to their local economic needs. Since 1995, Michigan
Economic Growth Authority (MEGA) projects have created 82,389 jobs and
generated capital investment of $2.6 billion, resulting in a net positive impact to
the state of $4.6 billion.

The innovation and focus given to economic development activities in the 1990’s
has made Michigan the national standard for moving workers toward higher
paying jobs. It encourages businesses to commit their resources to Michigan and
creates a stable economy for the state. The greatest challenge in the next decade
is to become a national and international model of economic excellence.

MICHIGAN STRATEGIC FUND
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Fiscal Year 2001 Recommendations

Health and Aging Research and Development Initiativighe fiscal year 2001
recommendation includes $50 million in Tobacco Settlement Trust Fund revenues
for the Health and Aging Research and Development initiative. This funding will
support biotechnology research at Michigan’s major research institutions. This
initiative is intended to support research activities that will attract life science
technology companies to Michigan.

Job Retention and New Job Recruitmentihe fiscal year 2001 recommendation
divides the $31 million Economic Development Job Training appropriation into
two programs; a $21 million Job Retention and Retraining Fund and a $10 million
New Job Recruitment and Training Fund. An analysis completed by the Michigan
Economic Development Corporation concluded that, because of our extremely
low unemployment rate, Michigan business expansion is frequently inhibited by
their inability to find and hire skilled personnel. The New Job Recruitment and
Training Fund will address this need through various worker recruitment
services, such as ad compaigns and other promotional efforts. The Job Retention
and Retraining Grant will operate in the same fashion as the current Economic
Development Job Training program and focus on the retention of companies and
workers in Michigan.

Community Development Block GrantsThe fiscal year 2001 recommendation
continues $50 million in federal revenue to support grants for economic
development public infrastructure projects and land acquisition, clearance, and
rehabilitation. Priority is given to projects involving manufacturing businesses
and projects which result in the creation of new jobs. This funding is available to
communities under 50,000 in population.

MICHIGAN STRATEGIC FUND
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Program Outcomes

FY1998

FY1999

FY2000

FY2001

Rank in the top ten by Site Selection
magazine, as the nation's leader in
the number of new plants and
expansions

#1

Top Ten

Top Ten

Top Ten

Encourage business growth by
attracting at least 15,000 new jobs in
high tech industries annually

15,074

23,868

15,000

15,000

Encourage new job creation through
MEGA tax credits (estimated number
of direct and indirect jobs created)

5,654

45,519

10,000

10,000

Encourage tourism by increasing
awareness of Michigan through
dissemination of travel information
materials

596,000

1,175,000

1,253,000

1,339,000

MICHIGAN STRATEGIC FUND
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Department of Consumer and Industry Services

(Amounts In Thousands)

Funding History

FY90 FY99 FY00 FYO01
GF/GP $197,819.2 $71,500.0, $77,857.5/ $79,344.6
All Funds $448,395.5 $467,564.3 $495,233.5/ $521,735.7
% Change - GF/GP 8.9% 1.9%
% Change - All Funds 5.9% 5.4%
KEY ISSUES GF/GP All Funds
Additional Federal Housing Assistance $0.0 $4,950.0
Unemployment Benefit Claims - Remote Filing $0.0 $3,728.5
Information Technology Improvements $80.0 $1,150.0
Commercial Services Licensing and Regulation Fees $262.0 $662.0
State Survey and Remonumentation Grants $0.0 $500.0
Construction Code Inspections $0.0 $441.5
Credit Union Program Expansion $0.0 $120.0
Consumer Protection in Financial Institutions $0.0 $120.0
Economic Adjustments $2937.6/ $15,617.1
Other Adjustments ($1,792.5) ($786.9)
Subtotal $1,487.1 $26,502.2
FY 2001 Executive Recommendation $79,344.6/ $521,735.7

Fiscal Year 2001 Executive Budget
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Department of Consumer and Industry Services

s Consumer and Industry Services (CIS) enters its fifth year of operation in
fiscal year 2001, the department continues to build on its mission of

supporting the health, safety, economic and cultural well-being of the public
through services to and regulation of the activities of organizations and
individuals.

The Governor’s fiscal year 2001 budget recommends $521.7 million total, of
which $79.3 million is general fund. This funding recommendation will enable
Consumer and Industry Services to continue to improve customer service
delivery throughout the department and provide more efficient services to its
more than 1.5 million licensees.

Recent Achievements
Some of the department’s recent achievements and customer service
improvements include:

Average Michigan » Cutting jobless taxes
Unemployment Tax Rates

5%

Percent of Payroll
S 2 &
= B =

—
X

0%

Unemployment tax rates
have been reduced from
4.28 percent of payroll in
1995 to 2.69 percent of
payroll in 1999. These tax
cuts will provide
Michigan employers with
a $3.5 billion savings by
2001. This will mark the
sixth straight year that
jobless taxes have been cut

1995

Unemployment
tax cuts will .
save

employers

$3.5 billion

by 2001

back.

1996 1997 1998 1999 2000 2001

Building a record-breaking unemployment insurance trust fund
Michigan’s $2.7 billion cash reserve is the fourth largest state insurance
fund in the United States and the largest in Michigan’s history.

Reaching an historic worker safety settlement with Ford and the UAW
As a culmination to the seven-month long MIOSHA investigation of the
Ford Rouge Power House explosion, CIS announced a groundbreaking $7
million agreement, including a record $1.5 million fine and a nationwide
abatement process that involves all Ford operations. Other aspects
include a $1 million donation to three regional burn centers, $1 million for
research, and a $1 million scholarship fund honoring the six employees
who died from the explosion.

CONSUMER AND INDUSTRY SERVICES
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. Initiating web-based license look-uf@he CIS homepage (http://
www.cis.state.mi.us) now allows web users to look up basic license
information on the 660,000 plus health and commercial professionals that
the department licenses. This feature verifies a licensee’s name, license
status, and length of time licensed.

. Eliminating the backlog of nursing home complaint3iS has eliminated
its backlog of nursing home complaints and implemented a new
complaint response system to ensure that all nursing home complaint
investigations meet federally mandated time frames. CIS continues to
conduct more than 99 percent of its annual unannounced nursing home
inspections within the federally required 9-15 month time frame.

. Lowering bank feesThe Financial Institutions Bureau has further reduced
licensing fees including a 15 percent reduction of state-chartered bank
supervisory fees, a 2.9 percent reduction of credit union operating fees, and
a 25 percent across-the-board reduction in mortgage company licensing
fees. There has also been a marked increase in new bank openings. Since
January 1, 1999, there have been 12 new state chartered banks. Michigan’s
competitive tax structure, business friendly climate, and responsive
regulators give Michigan a competitive advantage over other Midwest
states.

. Leading the nation in arts and cultural fundiniglichigan continues to be a
leader in providing state support to the arts. Currently Michigan ranks 6th
in per capita spending on the arts and in 1999, was #1 in the country for
legislative appropriations. The fiscal year 2001 budget continues this
tradition and recommends $21.5 million in funding for arts and cultural
programs throughout the state.

. Recognizing Michigan’s outstanding caregivens its first two years, some
80 child care homes and centers, adult foster care homes, nursing homes,
and homes for the aged have won Governor’s Quality Care awards for
providing outstanding care to some of Michigan’s most vulnerable
residents. In addition to recognizing these unsung heroes, the awards have
helped raise the quality standard for care in Michigan and helped build
consumer awareness of superior care.

. Initiating the nursing home quality incentive grant prograime
Governor’s budget continues this $10 million program to reward homes
that consistently maintain health and safety standards while going the extra
mile to provide quality care. CIS is committed to offering a fair and
streamlined program that gives all nursing homes the opportunity to
gualify for these grants.

CONSUMER AND INDUSTRY SERVICES
Fiscal Year 2001 Executive Budget D-11



Fiscal Year 2001 Recommendations

Unemployment Agency.The Governor recommends $3.7 million for the

Unemployment Agency to transition to remote initial claims. Remote initial
claims will allow workers to file for
unemployment benefits by phone or

Fiscal Year 2001 Spending by Category internet.

Other
4% Central Administration Credit Union Examiners and Mortgage

10% Licensee Program Michigan state-
Q.r,}f chartered credit unions continue to
become larger, more complex, and
technologically sophisticated. As more
credit unions establish affiliate
Housing organizations, offer a broader range of
19% products and services, and use electronic
delivery systems, the overall risk profile
of the industry increases. Over the past
five years, the average asset size of
Michigan’s state-chartered credit unions
has grown from $26.4 million to $38.4
Business Regulation million, a 45 percent increase. There has
19% also been unprecedented growth in the
mortgage licensee program, with the
The CIS number of licensees increasing from 800 to 2,200 over the past five years.
Therefore, the Governor is recommending a funding increase of $240,000 in the
budget credit union and financial institutions programs to continue to meet statutorily
mandated examination requirements, to allow for more timely enforcement
SUpPPOrts a actions and to protect the public.

Unemployment
Agency
23%

Workers
Compensation &
Safety

13% Health Regulation

8%

broad Code Enforcement Flexibilityrhe Bureau of Construction Codes permit issuance
f has averaged 54,490 permits over the past five years, over 21 percent more per
array o year than issued in fiscal year 1991. Therefore, the Governor recommends

programs $441,500 to allow flexibility to hire additional inspectors when needed.

and State Survey and Remonumentation Grant$he State Survey and
Remonumentation Act provides for the remonumentation of the original U.S.

activities public land survey corners that serve as the basis for all public and private
property locations in Michigan. There are approximately 300,000 such corners
located within the state. Remonumentation work is carried out by each of the 83
counties and the Act requires the completion of the survey and remonumentation
program within a 20 year period. The Governor recommends an increase in this
area to allow an additional 500 corners to be remonumented annually in order to
assure completion within the specified 20 years.

Federal Housing Assistanc@he Governor’s budget recommends $4,950,000 for
1,200 additional section 8 housing certificates for families, senior citizens, and

CONSUMER AND INDUSTRY SERVICES
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people with disabilities whose maximum household income does not exceed the
area median income. This money will expand services to more people and
provide rental assistance payments to landlords on behalf of qualified
households.

Program Outcomes FY1998 | FY1999 | FY2000 | FY2001

To enhance the economic security of
claimants, increase the processing of
hearings regarding wage replacement
benefits to 70% within 21 days of
receipt. 48% 48% 57% 62%

To support public safety, increase the
percentage of construction code plan
reviews completed within 15 business
days of receipt. 55% 86% 87% 90%

To protect consumers from
occupational and professional
providers that operate below minimal
standards, increase the percentage of
complaints resolved within 12 months. 25% 40% 50% 60%

To help ensure the safety of children
served by childcare organizations
such as child placing agencies, child
caring institutions, and court operated
facilities, increase the percent of

investigations completed within 24
hours. N/A 90% 92% 93%

To increase the protection of children
in family day care homes, increase

the percentage of on-site inspections
conducted within 90 days of the date
of registration. 94% 85% 94% 96%

To support the safety of long-term
care residents, increase the number
of long-term care facilities that had no
safety related non-compliance
violations. 15 16 18 20

CONSUMER AND INDUSTRY SERVICES
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Department of Corrections

(Amounts In Thousands)

Funding History

FY90 FY99 FY00 FY01

GF/IGP $732,9184 $1,368,557.1| $1,486,579.1 $1,619,082.7
All Funds $758,134.0 $1,441,935.0, $1,567,641.8 $1,703,340.6
% Change - GF/GP 8.6% 8.9%
% Change - All Funds 8.7% 8.7%

KEY ISSUES GF/GP All Funds
FY00 New Facility Operations - Full Year Costs $31,621.1 $32,330.1
lonia - Bellamy Creek Phased Costs $9,757.9 $9,757.9
Prisoner Health Care Cost Adjustments $9,797 4 $9,797 4
Employee Salary Step Increases $9,071.3 $9,071.3
Various Operational Expenses $7,803.9 $7,803.9
Substance Abuse Program Adjustments $3,505.1 $1,670.1
Various Revenue Adjustments $1,042.8 $253.8
Expand Prison Industries Operations $0.0 $2,100.0
Youthful Offender Vocational Training Grant Award $0.0 $1,250.0
Employee Training Adjustments ($3,623.9) ($3,623.9)
Economic Adjustments $63,528.0 $65,288.2
Subtotal $132,503.6 $135,698.8

FY 2001 Executive Recommendation

$1,619,082.7 $1,703,340.6

CORRECTIONS
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Department of Corrections

Criminal justice system reforms and just punishment for criminal behavior
are showing positive results. Serious crime is down by 1 percent, declining
for the seventh consecutive year. Growth in Michigan’s prison population has
slowed, due in part to lower than projected intake. In contrast to the 1980’s with
population growth of 125 percent, population growth in the 1990’s was less than
50 percent.

Prison / Camp Population More than 300 anti-crime

55,000

bills, signed into law since

50,000

2000 300 1991, make it easier for

43.821 44,500 —

45,000

2,82 — police and prosecutors to
8.85: — bring felons to justice.

40,000

— Certain youthful offenders

35,000

] — may be tried as adults and

30,000

- incarcerated in the state’s

25,000

- correctional system rather

20,000

| than within the separate

15,000
10,000 1

5,000

10,214

juvenile justice system.

Enactment of sentencing

guidelines and “truth-in-

Prison

1975

populations

level off
after a
steep
climb
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" 0 185 1990 1995 1998 1999 2000 2001 sentencing” legislation

increased the need for
prison space. Additionally, a restructured parole board in 1992 placed parole
decisions with experts in criminal justice-related areas, who are appointed by
the Department of Corrections’ director.

Offsetting these demands for additional prison beds are factors contributing to
the slower than expected growth rate. Increased use of Technical Rule Violation
(TRV) centers serve as an alternative to prison for parolees and prisoners who
violate the conditions of their community placement. Following placement and
successful completion in one of the state’s three TRVS, the offender is returned
to community placement. Since 1991, the number of probation and parole
agents has increased 65 percent, significantly reducing caseloads, allowing for
closer monitoring, and helping to assure judges that offenders are held
accountable for their actions.

The Department of Corrections has steadily improved the way it carries out its
responsibilities for the care and custody of convicted felons and for the
oversight and supervision of felons following their release to community
programs. The Governor’s fiscal year 2001 budget recommendation for the
Department of Corrections totals $1.7 billion. Nearly one-third of the
recommended $135.7 million increase for fiscal year 2001 reflects the cost to
operate new prison beds.
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Michigan’s Prison Capacity
As part of the Governor’s commitment to public safety, additional prison beds
were necessary during the 1990’s. Under the Governor’s leadership, the
Legislature approved $332 million in capital outlay spending for the construction
of 10,198 additional prison beds since 1994. The timing of construction and
facility openings has not always kept pace with prisoner intake. During fiscal
year 1998, recognizing new

Department of Corrections Fiscal Year 2000 and 2001 Bed Expansions
beds would not be

immEdiately available, the Correctional Projected
department created Facility Location Opening Beds
temporary space within
existing prisons by housing Baraga Correctional Facility Baraga April 2000 240
- - Cooper Street Correctional Facility Jackson |January 2000 480
PrISONers in day rooms. In Pine River Correctional Facility St. Louis  |January 2000 960
July 1995, Mlc_hlgan began Florence Crane Correctional Facility Coldwater JFebruary 2000 240
contracting with the state of Jackson Maximum Correctional Facility |Jackson [March 2000 488
Virginia for 1,550 leased Southern Michigan Correctional Facility |Jackson  JApril 2000 265
beds until construction of Ojibway Correctional Facility Marenisco JApril 2000 480
sy . Pugsley Correctional Facility Kingsley [October 2000 800
Michigan prison beds was Bellamy Creek Correctional Facility lonia July 2001 1,500

complete. As construction of
the St. Louis Correctional Facility progressed, the department determined that an
additional 622 permanent beds could be developed by lowering the security
classification from Level V to Level IV. Design modifications allowed for double-
bunking cells, bringing total capacity to 1,294 beds when the facility opened in
November 1999.

During fiscal year 2001, the total number of prisons operated by the Department of
Corrections will increase from 43 to 46. The new Pine River Correctional Facility
in St. Louis and conversion of Camp Ojibway in Marenisco to a secure facility
occur in fiscal year 2000. A second corrections camp will be converted to the
Pugsley Correctional Facility in Kingsley, with opening scheduled for fiscal year
2001. The department will continue operation of 12 camps.

Due to final construction and opening of prison beds in fiscal year 2000, the
department is able to discontinue the use of day room facilities and leased bed
arrangements with the state of Virginia. All prisoners will return to Michigan
correctional facilities by spring 2000, saving $6.6 million annually due to the lower
costs of incarceration in Michigan prisons and bringing prisoners closer to their
families.

Operational Costs for Prison Expansion and Renovation
Full year operating costs of $27.1 million for 3,822 prison beds opened during
fiscal year 2000 are included in the fiscal year 2001 Executive budget.

Renovations at the former State Prison of Southern Michigan in Jackson are
coming to an end. Under the Hadix v Johnson consent decree, a continuous process
of closing and reopening beds has occurred over the past five years to break-up
this facility into several smaller and safer independent prisons. Reopening former
6 Block in spring 2000 marks the completion of this major physical plant
CORRECTIONS
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renovation. The fiscal year 2001 budget recommendation includes $4.5 million
for full year operating costs of 753 renovated beds at Jackson Maximum
Correctional and Southern Michigan Correctional facilities.

The Michigan Youth Correctional Facility in

Fiscal Year 2001 Spending Baldwin opened July 1999 with a 480-bed

capacity. The privately-constructed and

Community Corrections

Programs operated facility houses youthful offenders
2.8% , up to the age of 19, who are sentenced as
Field Operations P sen . adults for serious crimes. A fiscal year 2001
Q recommended increase of $704,000, for total
S funding of $16.9 million, is available from
Administration & Training federal Violent Offender Incarceration and

4.0%

84% of
DOC’s
budget
funds
prisons
and camps
while 12%
supports
community
services

CORRECTIONS
E-4

Truth in Sentencing revenue to pay
operational and facility lease contract costs.

The Governor’s fiscal year 2001 budget also
contains $9.8 million in startup funding for a level IV security prison in lonia.
The new 1500 bed Bellamy Creek Correctional Facility is scheduled to open July
2001 and, in combination with fiscal year 2000 bed expansions, will provide
housing for a projected prisoner population of 47,300 during fiscal year 2001.

The Department of Corrections will defer the opening of 720 beds planned for
Macomb Correctional, Saginaw Correctional, and Thumb Correctional facilities
for at least one year. The permanent increase of 622 beds added at the St. Louis
Correctional Facility through double-bunking and the lower than expected
prisoner population growth postpones the need for further bed expansion at
these existing facilities.

Substance Abuse Services

All offenders entering Michigan’s correctional system are assessed for substance
abuse problems during the intake process. The fiscal year 2001 budget
recommends an increase of $1.7 million for substance abuse treatment and
testing for prisoners, parolees, and probationers. Offenders with a history of
substance abuse or with positive drug tests participate in an alcohol and drug
education program. Offenders testing positive for drugs or alcohol while in the
correctional system are targeted for more intensive treatment programs including
interactive group processes, basic counseling, recovery dynamics, and relapse
prevention strategies. In-prison treatment addresses critical issues associated
with the prisoner’s return to the community.

Community-based services are available to offenders living in the community.
Assessment of the offender’s motivation and commitment to behavioral change
determines the appropriate treatment modality to be obtained from contractual
service providers. Community-based prisoners requiring more intensive
services participate in 30-90 day residential treatment programs.
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The Governor’s fiscal year 2001 budget continues funding of $4.3 million for three
pilot projects authorized in fiscal year 1999 and implemented during fiscal year
2000:

. In January 1999, the Residential Substance Abuse Treatment (RSAT)
program began at the Cooper Street Correctional Facility in Jackson. In
partnership with Western Michigan University, RSAT is designed for low-
security prisoners with severe substance abuse dependency who are within
12-18 months of their earliest release date. Following a 6-month residential
treatment component, comprehensive after-care services are incorporated
into the offender’s parole plan. The fiscal year 2001 budget
recommendation provides $1.8 million general fund, replacing
discontinued federal support, to allow the department sufficient time to
assess the impact of this pilot program.

. Two in-prison pilot drug treatment programs provide 24-hour residential
services and “step-down” treatment. In October 1999, a program for female
prisoners was implemented at Camp Branch located in Coldwater with 60
residential drug treatment beds and a 40-bed “step-down” unit. A similar
pilot program for male prisoners started in January 2000 at the Macomb
Correctional Facility located in New Haven, providing 136 residential
treatment beds and a 48-bed *“step-down” unit.

. A third pilot substance abuse treatment program is targeted for technical
rule violators. Project STOP (Short Terms of Punishment), is a 10-month
program conducted at six locations throughout the state involving nearly
400 parolees. Mandatory attendance with random and weekly drug testing
is required for each offender; failure to successfully complete drug testing
results in immediate incarceration.

Building Academic and Vocational Training Skills

The fiscal year 2001 budget provides over $41 million for educational services for
state prisoners. Incarcerated offenders are offered the opportunity to gain
academic, social, and work skills to become productive citizens while in prison
and when released to the community. Most prisoners enter the system without a
high school degree and with unskilled job experience; the department promotes
the principle that offenders should not leave their supervision without attaining at
least a General Education Development (GED) certificate level of educational
skills.

In 1999, approximately 22 percent of the total inmate population was enrolled in
an education program. Adult basic education and GED courses are provided at
all prisons; six of the 12 camps offer these courses. Special education programs
are offered to prisoners with learning disabilities. In addition, educational
programming is provided at community corrections centers and technical rule
violator centers through local adult community education programs, with staff
and funding provided by local boards of education.

Fiscal Year 2001 Executive Budget
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The Department of Corrections also offers vocational training in auto body
repair, auto mechanics, building trades, electronics, food management, graphics
and printing, horticulture, machine tool operation, business technology, welding,
and dental lab technology. The fiscal year 2001 budget includes $1.3 million in
federal support to help train youthful offenders. The recommended increase
provides computer upgrades and equipment modernization for the department’s
vocational training program. Offenders who are within 5 years of their earliest
release date develop technological skills that assist in job placement following
incarceration.

Since 1998, the department has greatly expanded its partnership with Habitat for
Humanity of Michigan. Prisoners at three correctional facilities construct wall
panels for the Habitat house-building program, offering vocational instruction
for prisoners and saving time at the construction site. Prisoners have built
enough wall panels in 1999 to complete more than 50 houses. Other prisoners
have built cabinets, knit afghans, and grown plants for Habitat homes.

Michigan State Industries - Teaching Marketable

Skills through Employment

“It is imperative that prisoners work -- they  Michigan State Industries (MSI) provides

owe that much to society . . . our Department  meaningful employment and opportunities for

of Corrections will be assisting Habitat for — tanders to learn marketable skills. Annually,

Humanity. ... That’s just one more way we .

can accomplish our goal of putting more more than 2,200 prisoners are employed af[ 15

prisoners to work.” prisons and one camp. Products and services are
sold to governmental agencies and nonprofit

— John Engler, State of the State organizations, including furniture, chairs, road

message, 1998 signs and decals, shoes, corrugated cartons,

officers’ uniforms, tactical gear and athletic wear,

license plates, hospital linen, drafting services,

dairy and meat processing, laundering, and data

processing. MSI is self-supporting with product and service sales revenue off

setting operational costs, including average daily pay of $7.05 per prisoner.

Governor Engler recently unveiled the Computers for Schools program to assist
Michigan schools in “making our students the best and the brightest.” Prisoners
at the Ryan Correctional Facility in Detroit will refurbish donated computers to
be distributed to various schools throughout the state for a nominal fee. The
program allows prisoners to repay part of their debt to society while providing
children with an important learning tool.

The fiscal year 2001 budget provides an increase of $2.1 million, for total MSI
funding of $15.5 million, to expand MSI job opportunities in areas such as
textiles, laundry, food processing and farming.

County Jail Reimbursement
The fiscal year 2001 budget maintains $18 million for County Jail
Reimbursement. The County Jail Reimbursement program reimburses counties

CORRECTIONS
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for housing felons who would otherwise be sentenced to prison. The department
continues to assess the number of prison diversions that will qualify for county
jail reimbursement. Court documents, utilizing statutory sentencing guidelines
for crimes committed on or after January 1, 1999, are under review to determine an
appropriate definition of prison diversion to be used in establishing the
reimbursement formula.

Other Recommendations

The fiscal year 2001 recommendation includes $6.3 million for state-issued
uniforms to prisoners. State law currently requires prisoners classified as high-
security (Level IV, V, VI) to wear prison uniforms. In order to improve prison
security, the department adopted a policy in fiscal year 2000 extending uniform
requirements to all security levels. State-issued and manufactured, prison
uniforms will be standard attire in all Michigan correctional facilities by May 2000.

Fiscal Year 2000 Supplemental

A fiscal year 2000 supplemental is recommended for the Department of
Corrections to complete the conversion of external radio communications to
Michigan’s Public Safety Communications System. The additional $1.4 million
will provide 800 MHz radios for prisoner transportation vehicles, emergency
response teams, public work crews, and perimeter security vehicles to provide
communications with Michigan State Police and correctional facility control
centers.

Program Outcomes FY1998 | FY1999 | FY2000 | FY2001

In order to ensure public safety,
reduce prison escapes to zero 15 1 0 0

In order to reduce prisoner idleness,
increase percentage of prisoners in
out-of-cell activities 86% 87% 90% 90%

In order to maintain a safe and secure
prison environment, reduce the
number of assaults against guards
and inmates 2.0% 1.9% 1.8% 1.7%

CORRECTIONS
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Department of State Police

(Amounts In Thousands)

FY90
GF/GP $185,571.2
All Funds $235,121.3

% Change - GF/GP
% Change - All Funds

KEY ISSUES

At-Post Trooper Adjustments

- 119th Replacement School Full Year Costs

- 120th Recruit Expansion School

Communications System Funding Replacement

Various Operational Adjustments

Fire Fighters Training Council Enhancement

Computer Crime Unit Enhancement

911 Coverage Fund

Motor Carrier Enforcement - Safety Inspections

Casino Gaming Oversight Adjustment
Economic Adjustments

Subtotal

00 FYO01

$260,023.0| $268,719.9/ $296,363.4
$353,103.7| $368,850.3] $398,599.1

3.3% 10.3%
4.5% 8.1%

GF/GP All Funds

$4,760.0 $4,760.0

$2,000.0 $2,000.0

$1,031.3 $1,295.8

$500.0 $500.0
$421.8 $421.8
$0.0 $837.0

$0.0,  $1,2426
$0.0  ($2,217.5)
$18.930.4|  $20.909.1

$27,643.5  $29,748.8

FY 2001 Executive Recommendation

$296,363.4| $398,599.1

Fiscal Year 2001 Executive Budget
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Number of troopers

1970

The
highest
number of
troopers
in three
decades
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Department of State Police

he Department of State Police provides leadership, coordination and
delivery of law enforcement services throughout the state.

The fiscal year 2001 budget for the Department of State Police totals $398.6
million, of which $296.4 million is general fund, representing a 8.1 percent
increase in funding over fiscal year 2000. The recommended increase provides
the resources needed to maintain
Michigan State Police the department’s statewide
Trooper Strength leadership role in the criminal
justice community.

The Governor maintains his
commitment to making Michigan
safer by proposing to bring
trooper strength to its highest
level in 30 years. Each trooper
recruit graduation is a reminder
of the dedication and
commitment to excellence,
integrity and courtesy in
Year 19%0 2001 perf%rn¥i ng the dutie;/ of a State
Trooper. Funding to begin the 120" trooper recruit school in fiscal year 2001
brings trooper strength to 1,339 — the highest trooper strength in three decades.

1980

Since 1991, the Governor has provided funding for twelve recruit schools.
Graduates from the 108" to the 120" Trooper Recruit schools will represent over
51 percent of all enlisted personnel in fiscal year 2001. The fiscal year 2001
budget provides $4.8 million to support a 120™ recruit school in fiscal year 2001,
with a starting date of July 2001, and full year costs of the 119* recruit school
scheduled to begin in fiscal year 2000.

Internet and Computer Crimes Demand High-Technology Police Work

As society becomes more dependent on technology, the opportunity for crime

on the information super highway also increases. During the first nine months of
1999, Michigan law enforcement personnel investigated over 300 Internet and
computer-related crimes. More than one-third of these cases involved crimes
against children; others involved fraud, embezzlement, threats and hate crimes,
money laundering, terrorism, bomb threats, and homicide.

Investigation of computer-related crimes requires technical expertise. The
Michigan State Police continues to take a leadership role in developing and
promoting a sound, long-range strategy for high-technology police work. Since
the early 1990’s the department has investigated computer-related crimes by
assisting other law enforcement agencies through the Computer Crime Unit in
southeast Michigan. The Governor’s fiscal year 2001 budget recommends an
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expansion of this unit, using trained personnel to assist in computer crime
investigations, train other departments and agencies, and gather data to assess the
extent of computer crime in Michigan.

Michigan’s Public Safety Communication System Moves Forward
Michigan’s Public Safety Communication System is designed to provide 97
percent coverage statewide with excellent audio quality and encrypted
transmissions for security purposes. The installation of the system throughout
Michigan is progressing in phases. Two of the four phases are complete, with
nearly 5,600 federal, state and local participants utilizing the system for voice
communications in the southeastern and southwestern portions of the state. The
remainder of Michigan’s lower peninsula is scheduled for completion in
September 2000; the Upper Peninsula is slated for completion in summer 2002.

As phases three and four move forward, personnel resources are needed to
ensure contract specifications are met and are in accord with Federal Aviation
Administration requirements. The fiscal year 2001 budget restores $2 million,
redirected in fiscal year 2000 for radio maintenance facilities and communication
lines in northern Michigan.

Training Michigan’s Fire Fighters

For over 150 years, Michigan’s Fire Service has served the citizens in this state.
Changes in technology have challenged fire fighters’ ability to provide citizens
with the best services available. Training has played a vital role in keeping fire
fighters current in technical methods and procedures. While today’s fire fighters
are better trained than at any time in the history of the Fire Service, the increasing
cost of training places a burden on local government. Building on a fiscal year
1999 supplemental appropriation of $250,000, the Governor’s fiscal year 2001
budget includes an increase of $500,000 for the Fire Fighters Training Council, a 53
percent increase from the current year. The recommended increase supports
training, testing and certification costs for more than 30,000 fire fighters and nearly
1,100 fire departments. Minimum annual fire training allocations to each county
will increase from $3,000 to $5,000 for fiscal year 2001.

Enhanced 911 Emergency Services for Mobile Communication

In June 1999, Governor Engler signed into law a package of bills improving
Michigan’s 911 emergency telephone system. Public Acts 78 through 81 of 1999
ensure wireless, or cellular, emergency phone calls can be tracked as quickly as
land wire calls. Most 911 calls are routed to the most appropriate public safety
answering point in order to dispatch police, fire, or health emergency personnel
using the caller’s telephone number and associated street address. This system is
unavailable with wireless phones; it may be difficult and time-consuming to
determine the caller’s location.

Responding to a Federal Communications Commission (FCC) order requiring
enhanced 911 emergency services for all phone customers, a 21-member
Emergency Telephone Service Committee is established within the Department of
State Police to develop statewide standards and recommend emergency telephone

STATE POLICE
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STATE POLICE
E-12

1,550

1,500

1,450

1,400

1,350

1,300

1,250

services. Funding is provided by the State Commercial Mobile Radio Service
Emergency Telephone Fund created within the Department of Treasury. A
monthly 55-cent charge for each mobile radio connection is billed to customers,
decreasing to 52 cents in 2001, and statutorily ending in January 2004. Nearly 95
percent is targeted to mobile radio service providers and counties for
implementing the FCC order and for 911 staff training. The remaining 5 percent
is available over the next two years to support other 911 emergency projects.
The fiscal year 2001 budget includes an interdepartmental grant of $837,000 from
the Department of Treasury to the Department of State Police for priority 911
projects.

“Click it or Ticket” - Safety Belts Save Lives

The Office of Highway Safety Planning works with community groups to

promote traffic safety through a variety of programs which include enforcing the

state’s safety belt law, focusing on drunk drivers and conducting safety

education programs for youngsters. Governor Engler recently signed Public Act
29 of 1999 which allows
enforcement of

Michigan Traffic Fatalities Michigan’s safety belt
law as a standard, or
1,537 primary, enforcement

action. Safety belt use
Is the best defense to
prevent death or
serious injury. In
spring 2000, law
enforcement officers can
ticket motorists who are
not buckled up.
Development of a
public information
campaign “Click it or
Ticket” is underway to alert motorists to this change in the safety belt law. The
department expects safety belt usage in Michigan to improve by 10 to 15 percent
in fiscal year 2001.

1995 1996 1997 1998

Other Recommendations

The fiscal year 2001 budget contains $1.2 million for the Motor Carrier division,
bringing total funding to $4.4 million to enhance safety inspection and
enforcement of commercial motor vehicles. Federal Highway Administration
funds and state Motor Carrier Fee revenues support program activities aimed at
decreasing fatal crashes involving commercial motor vehicles.

The fiscal year 2001 budget includes $5.3 million for casino gaming oversight to
meet responsibilities assigned to the Michigan State Police by the Michigan
Gaming Control and Revenue Act of 1997. A recommended funding decrease of
$2.2 million reflects reduced demand for background checks and investigative
activities as three casinos in the City of Detroit begin operations.

Leadership for the 21st Century



The Emergency Management division provides overall leadership in managing
and coordinating response to emergencies and disasters statewide. The fiscal year
2001 budget provides $9.6 million, of which $1.8 million is general fund, to
maintain emergency management operations. A recommended general fund
increase of $530,400 provides additional state matching funds, reflecting a 51/49
federal-state cost sharing requirement effective in fiscal year 2000.

Fiscal Year 2000 Supplemental

Supplemental recommendations include $3.1 million for law enforcement
information technology projects to develop software for a records management
system. The system will eliminate duplicate data entry, satisfy federal and state
criminal history records and Uniform Crime Report requirements, and provide the
capability of extending data use and collection to other state and local agencies.

Supplemental funding is also recommended to begin to address priority issues of
911 emergency coverage during fiscal year 2000 using available revenues from the
State Commercial Mobile Radio Service Emergency Telephone Fund.

Program Outcomes FY1998 | FY1999 | FY2000 | FY2001

To enhance public safety, increase
the percentage of crimes solved. 59% 60% 61% 62%

To reduce traffic fatalities on Michigan

roadways

* increase the percent of motorists
using safety belts 70% 70% 75% 80%

* increase the number of commercial
motor vehicle inspections 11,181 13,501 20,250 23,300

To provide effective criminal
investigations, increase the number of
DNA cases completed by the

department

» East Lansing 278 204 350 375
 Northville 99 105 150 225
» Grand Rapids N/A N/A 225 300

Fiscal Year 2001 Executive Budget
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Department of Military and Veterans Affairs

(Amounts In Thousands)

Funding History

FY90 FY99 FY00 FY01
GF/GP $23,289.3 $39,581.3|  $39,700.5 = $41,206.9
All Funds $56,890.9 $89,563.0/ $94,962.0 $100,522.7
% Change - GF/GP 0.3% 3.8%
% Change - All Funds 6.0% 5.9%
KEY ISSUES GF/GP All Funds
ChalleNGe Program Federal Revenue Replacement $163.3 $0.0
Camp Grayling and Alpena Seasonal Employee Costs $0.0 $1,000.0
Grand Rapids Veterans' Home Revenue Adjustments $0.0 $792.9
Reserve Component Automation System $0.0 $335.0
Starbase Program Expansion $0.0 $152.0
Other Adjustments ($100.1) ($100.1)
Economic Adjustments $1.443.2 $3,380.9
Subtotal $1,506.4 $5,560.7
FY 2001 Executive Recommendation $41,206.9| $100,522.7

MILITARY AFFAIRS
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Department of Military and Veterans Affairs

he Department of Military and Veterans Affairs is responsible for training

and administration of army and air national guard forces, providing combat-
ready reserve military forces during times of national emergency, and
performing a variety of civil relief operations in state emergencies. The
department is also responsible for addressing the needs of Michigan veterans
through more than 1,000 state-licensed nursing care beds at veterans’ homes in
Grand Rapids and Marqguette. In addition, the department administers funding

for Veterans’
Military & Veterans Affairs Service
Expenditures (FY 1991-FY2001) Organizations,
the Michigan
$120 Veterans’
Trust Fund
$100 and the
@ tuition
2 $80 assistance
= $60 Gross| Program for
c members of
=3 $40 BGF the National
$20 Guard and
Veterans’
$0 survivors.
1991 1993 1995 1997 1999 2001 The
Governor’s
Spending fisca_l year 2001 recommer_1dation for the _D(_apartment of I\/IiIiFary and Vetera}ns
Affairs reflects total funding of $100.5 million, a 5.9 percent increase from fiscal
has year 2000. The department spends 63 percent of its budget for operation of
veterans’ homes, Veterans’ Trust Fund operations and Veterans’ Service
Increaseqd  Organization grants. The remaining 37 percent is spent on military
) preparedness and national defense operations.
64%06 since
ChalleNGe Program
1991 The Governor’s fiscal year 2001 budget recommends a general fund increase of

MILITARY AFFAIRS
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$163,300, for a total of $930,200 in state revenue to match $1.7 million in federal
funds to continue the Michigan Youth ChalleNGe Academy. A 22-week,
residential boot-camp type program which serves high school drop-outs, the
ChalleNGe program is part of a nationwide effort to make the National Guard a
more active presence in the community through assistance to at-risk youth.

ChalleNGe is a voluntary program located in Battle Creek. It targets Michigan
high school drop-outs between the ages of 16 and 18 who are unemployed and
free of felony convictions. The goal of the program is to improve life skills and
employment potential through military-based training.
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Expanding Hands-on Learning

The fiscal year 2001 recommendation includes an increase of $152,000 in federal
funding to expand the Starbase program. Currently operating in the Mt. Clemens
area, the Starbase program provides students with hands-on experience in math
and science applications. The recommended increase will support expansion of
the Starbase program to a site in Detroit, providing Detroit public school students
with new educational opportunities.

Connecting Michigan’s Military Resources to the Nation

Recognizing the importance of providing the appropriate response in times of
critical need, the Governor’s fiscal year 2001 budget
recommends an increase of $335,000 in federal funding for <545 are not enough to truly

the Reserve Component Automation System, a express the gratitude we owe the
telecommunications system that links all armories men and women who have fought for
throughout the state to other facilities across the nation and  our freedom. Without their honor,

to all U.S. territories. courage and commitment, the very

core values by which we live, many
of the liberties we take for granted

Camp Grayling and Alpena Training Facilities would not be possible.”

The fiscal year 2001 budget recommendation provides
$15.5 million for the maintainence and operation of major
training and support facilities for the Michigan Army and
Air National Guard units, including an increase of $1
million for extended training dates at Camp Grayling and Alpena facilities. Camp
Grayling was established in 1913 when Mr. Rasmus Hanson, a Grayling
lumberman, donated 13,754 acres of land to the state for the training of the
Michigan National Guard. State-owned and operated, Camp Grayling is a year-
round training facility for the National Guard, as well as for U.S. Army Reserve
troops, which includes specialized training for air assault, and engineer
demolitions.

— Unknown

The Alpena Combat Readiness Training Center also provides an integrated, year-
round, realistic training environment for air combat capability and readiness for
the Air National Guard, Army National Guard, all active duty contingents, some
civilian agencies and the military of allied foreign nations.

MILITARY AFFAIRS
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Program Outcomes

FY1998

FY1999

FY2000

FY2001

In order to improve the skills of the
Michigan National Guard, increase
the percentage of Guard members
using the educational assistance
program

N/A

N/A

8%

10%

In order to improve the future lives of

Michigan’s “at-risk” youth

* Increase the percentage of program
applicants who successfully
graduate from the Michigan Youth
ChalleNGe Academy.

* Increase the percentage of
ChalleNGe graduates who return to
high school, receive a high school

diploma or obtain a GED

N/A

N/A

N/A

N/A

50%

85%

60%

95%

In order to protect veterans and family
members residing in state-operated
nursing facilities, insure that beds are
in compliance with state and federal
licensing requirements

100%

100%

100%

100%

MILITARY AFFAIRS
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Judiciary

(Amounts In Thousands)

Funding History

FY90 FY99 FY00 FY01
GF/GP $111,835.2 $157,099.3 $161,482.9| $168,555.1
All Funds $153,347.0 $221,188.2) $227,122.0| $235,414.1
% Change - GF/GP 2.8% 4.4%
% Change - All Funds 2.7% 3.7%
KEY ISSUES GF/GP All Funds
Drug Court Programs $1,000.0 $1,000.0
Court Fee Revenue Replacement $435.0 $0.0
Judges' Retirement - Defined Contributions $380.8 $380.8
PA 374 of 1996
Trial Court Operation - Hold Harmless Reimbursement ($4,000.0)  ($4,000.0)
Trial Court Operation - Court Equity Fund Reimbursement $4,000.0 $4,000.0
Other Adjustments $157.4 $1,705.8
Economic Adjustments $5,099.0 $5,205.5
Subtotal $7,072.2 $8,292.1
FY 2001 Executive Recommendation $168,555.1| $235,414.1
JUDICIARY
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Majority
of judges
serve in
local
courts

JUDICIARY
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Judiciary

M ichigan’s judicial authority is vested by the State Constitution in a court
system composed of the Supreme Court, the Court of Appeals, the circuit
court (which is the trial court of general jurisdiction including the family court
division), the probate court, and courts of limited jurisdiction such as the Court
of Claims, district court and municipal courts. Furthermore, the constitution
states that the Supreme Court has general superintending control over all courts.
The statewide court
o o system is administered
Michigan Judiciary by the Justices through
the State Court
Supreme Court Administrative Office.
(7 justices) Education and training
Court of Appeals .
: (28 judges) for judges and court staff
(6 judges) are provided through
the Michigan Judicial
Circuit Ct. Institute.
District Ct. (210 judges)

(259 judges) The Judicial budget
includes funding for
operational expenses of
the Supreme Court and

Probate Ct. Court of Appeals,

(106 Judges) judicial salaries,
management assistance and operational support for local courts, and indigent
defense legal assistance. The fiscal year 2001 budget recommendation for the
Judiciary totals $235.4 million, of which $168.6 million is general fund.

Muncipal Ct.

Trial Court Operations

The Court Equity Fund, established in 1996, distributes funding to the state’s 83
counties. Since fiscal year 1996, more than $375 million in state support has been
provided for local trial court operations. A five-year Hold Harmless Fund was
also created to ensure a more gradual series of funding adjustments for Wayne
County and Detroit. The Governor’s fiscal year 2001 recommendation reflects the
statutory formula that shifts $4 million from the Hold Harmless Fund to the
Court Equity Fund. The fiscal year 2001 recommendation includes $77.8 million
in funding for local trial courts.

Drug Court Programs

Drug courts are court dockets specially designed to address substance abuse
problems among nonviolent offenders. Early, continuous, and intense judicially-
supervised programs are combined with mandatory drug testing to reduce
criminal behavior and substance abuse. A $1 million supplemental increase in
fiscal year 1999 expanded the number of drug court programs in the state. The
fiscal year 2001 budget continues this funding in order to provide stable support
for drug programs.
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Community Dispute Resolution

The Governor’s fiscal year 2001 budget continues increased state support for the
Community Dispute Resolution Program, with total funding of $2.6 million, of
which $576,100 is general fund. Predominately staffed with trained volunteers,
centers located across the state offer mediation on a wide variety of issues as an
alternative to litigation. The additional state support ensures each center receives
a base level of funding sufficient to meet ongoing operational expenses.

Judicial Salaries
The budget includes several major recommendations related to judges’ salaries,
including:

. $768,600 for full year costs of judicial salary increases recommended by the
State Officers Compensation Commission for calendar year 2000 and an
additional $1.6 million for partial calendar year 2001 adjustments;

. $380,800 general fund to support the employer contribution for the
Judges’ Defined Contribution Retirement program; and

. $435,000 general fund to replace Court Fee Fund revenue which will not be
available in fiscal year 2001.

Fiscal Year 2000 Supplemental

Since 1996, the Supreme Court has operated seven demonstration projects to
determine the impact of administrative and organizational changes on delivery of
justice, use of judicial resources, and operational efficiencies. Drawing on these
experiences, a fiscal year 2000 supplemental appropriation of $2.3 million is
recommended to provide funding for additional court demonstration projects.
Over a two-year period, incentive grants will be awarded for 35 courts to
implement a variety of organizational designs, technology innovations, and
streamlined docket processes. Projects will be evaluated for replication based on
several factors including more timely completion of case processing, reduced
costs, and increased public satisfaction with the court’s performance.

JUDICIARY
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Program Outcomes

FY1998

FY1999

FY2000

FY2001

In order to provide an alternative to

costly litigation

* increase the percentage of cases
resolved through mediation prior
to filing a legal proceeding

* increase the percentage of cases
resolved through dispute resolution,
retracting filed lawsuits

* increase the dollar value of
volunteer mediators

N/A

49%

$360,000

6%

49%

$370,000

13%

57%

$395,000

83%

62%

$500,000

In order to reduce criminal behavior
and substance abuse, increase the
number of programs operated by
state-funded drug courts

N/A

N/A

70

120
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Family Independence Agency

(Amounts in Thousands)

Funding History

FY90 FY00 FY01
GF/GP $1,866,434.2 $1,128,357.9| $1,088,729.5  $1,206,610.0
All Funds $3,475,242.7 $3,161,222.3| $3,642,932.4  $3,507,392.2
% Change -GF/GP -3.5% 10.8%
% Change - All Funds 15.2% -3.7%
KEY ISSUES GF/GP ALL FUNDS
Family Independence Program caseload decline $0.0 ($66,300.0)
Rate Increases for Critical Programs $4,805.9 $14,719.7
-- Family Independence Program 3.0% Grant Increase
for Clients Unable to Work
-- Kinship Care Benefit Increase
-- Foster and Adoptive Parents 3.0% Rate Increase
-- State Disability Assistance 5% Increase
-- Emergency Shelter Grants 10% Increase
TANF -- Increased State Costs from Final Federal Regulations $15,900.0 $0.0
TANF -- Fund Homestead Credit for Low-Income Persons $0.0 $27,000.0
Day Care -- Adjust to Expected Spending Level $0.0 ($139,004.6)
Expand Project Zero Statewide $0.0 $2,975.2
Data Processing - Child Support Initiatives, EB Transfer, $21,875.9 $59,550.2
Finger Imaging, ASSIST, and Other Costs
CSES Sanctions and Penalties $3,125.0 $0.0
Child Support -- Decreasing Collections Associated $25,631.6 $0.0
With Assistance Cases
Food Stamps -- Adjust to Expected Spending Levels $0.0 ($166,781.2)
Fund Source Adjustments -- FMAP Change, Reduced Social $4,256.7 $0.0
Services Block Grant
Foster Care and Adoption Subsidy Caseload Adjustments $16,801.1 $37,587.8
State Disability Assistance and SSI Supplementation Costs ($500.9) ($500.9)
Child Care Fund Utilization Increase $2,837.6 $2,837.6
Foster Parent Recruitment Increase $500.0 $1,000.0
Family Reunification Increase $0.0 $5,000.0
Domestic Violence Prevention Increase $0.0 $650.0
Base Adjustments $9,126.8 $30,820.5
Economic Adjustments $13,094.1 $33,264.3
All Other Adjustments $426.7 $21.641.2
Subtotal $117,880.5 ($135,540.2)
FY 2001 Executive Recommendation $1,206,610.0, $3,507,392.2

Fiscal Year 2001 Executive Budget

FAMILY INDEPENDENCE AGENCY

F-1



Day care

spending

continues
to grow
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$400
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= $200
$100
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Family Independence Agency

he Family Independence Agency (FIA) assists individuals and families with
meeting financial, medical, and social needs; helps people move toward self-
sufficiency; and works to prevent abuse,
neglect, and exploitation of both children and
adults. The fiscal year 2001 recommendation ~ Since “To Strengthen Michigan
of more than $3.5 billion, of which $1.2 billion ~ Families” began in 1992 nearly
is general fund, will allow FIA to continue to 236,000 FIP cases have been closed as
. a result of earnings.
focus resources on numerous service and
financial programs to achieve this mission.

Caseload Changes

Michigan’s welfare reform efforts continue to produce extraordinary results. A
reduction of nearly 15,000 FIP cases is expected between the 2000 and 2001 fiscal
years. Increases in child day care spending provide improved employment
access for welfare recipients and low-income families.

. FIP Caseload Continues to DecreaséViichigan’s welfare caseload decline
continues to exceed the national average, dropping from an appropriated
caseload of 78,300 in fiscal year 2000 to an anticipated 63,400 cases in
fiscal year 2001. This results in a reduction of $66.3 million in FIP
caseload expenditures.

Day Care Expenditures

*Day Care Costs Continue To
Rise, But At A Slower PaceDay
care spending has risen by $420
million, or 748 percent since
fiscal year 1990. Although
costs have dramatically escalated
over the past decade, the rate of
increase is beginning to slow to
an anticipated 10 percent increase
for 2001. This program helps
support child care needs of low-
income families as they seek and

1990 1992 1994 1996 1998 1999 2000 2001 maintain employment.

Federal Government Mandates New Spending Requirements

The fiscal year 2001 budget recommendation for the Family Independence
Agency includes significant increases in general fund spending. Much of this
increased spending is mandated by changes in federal laws.

FAMILY INDEPENDENCE AGENCY
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. Repeal of Hold Harmless For Child Support Collection3urrently,
Michigan uses child support collections to partially fund Family
Independence Program cases. Due to recent changes in federal legislation,
more of these collections will be sent to Washington instead of using them
to support FIP program costs. This will force Michigan to spend an
additional $25.6 million general fund to meet federally mandated spending
requirements.

. TANF Increased State CostsTemporary Assistance for Needy Families
(TANF) is a $775 million federal block grant used to administer welfare
assistance programs and services. Final federal TANF regulations
published in April 1999 stipulate that Michigan can no longer use TANF
funding for certain services that were claimed in prior years. Over $16.3
million in additional general fund spending is required to maintain
services.

. Food Stamp Sanctions and CSES Penalties/ichigan must pay $4.4
million general fund for federally imposed Child Support Enforcement
System (CSES) penalties, Food Stamp reinvestment requirements, and
Food Stamp sanctions.

. Decreasing Social Services Block GranFederal reductions in the Social
Services Block Grant will reduce Michigan’s grant by $7.5 million, to $61.2
million. In order to protect the critical services supported by the Social
Services Block Grant, the Governor recommends that general fund
resources be used to offset the loss of these federal funds.

. Homestead Credit for Low Income Familie8eginning in fiscal year 2000
and continuing in fiscal year 2001, it is recommended that the Homestead
Property Tax Credit be partially financed with $27 million in federal
TANF funds. Use of TANF funds will save an equal amount in general
fund dollars. The savings will be redirected to pay for cost increases in the
FIA budget caused by federal rule changes.

New Spending and Initiatives

. Foster Parent Recruitment An additional $1 million has been proposed
to increase the number of licensed foster care homes in Michigan. Some of
the proposed initiatives, such as expanding the distribution of foster
parent training materials, enhancing in-home training for foster parents,
and developing statewide marketing strategies for foster home
recruitment, will also contribute to increased retention of currently
licensed foster homes.

. Family Reunification A total of $5 million in TANF funding is
recommended to implement intensive in-home family reunification
services to enable children to be returned home earlier. Services are
tailored to meet a family’s particular needs and include counseling in areas

FAMILY INDEPENDENCE AGENCY
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such as parenting skills and money management training. Funding will
be devoted to services which lead to improved child safety, reduced time
in foster care, and reduced likelihood of re-entering foster care.
Ultimately, this program will help to reduce state costs in out-of-home

placements.
. Domestic Violence PreventionDomestic violence shelters provide many
Project services to help victims of domestic violence. Proposed spending of
$650,000 for an enhanced program will improve access to emergency
Zero shelters and support services. This increased funding will also be
directed toward specialized services for children who witness domestic
succeeds violence in their homes.
. Expand Project Zero StatewideT he final phase of Michigan’s highly
successful Project Zero program will occur in fiscal year 2001. The
remaining 26 non-
F"“i““l lero Project Zero sites
— will join the 71
- JIIJ.’J Project Zero sites
N expected to be
A 5 [¥= 5 ™ T operating by the end
= : b, 5,,:-”‘ ARG of the current fiscal
: — N — i‘;‘ year. The goal of
e, I l : ‘,:.:H“'M ~ _,'_,_j;,t:w_r Pro_Ject Zeroisto
l fr FAM N assist people to
— J},.« Y y o % ’x:-:-m mie overcome
(4/ _I_:::'L‘”"“?q‘ TR employment barriers
Ap—— i'—l pr 'fr‘;l and to promote
S , .Y continued
| ) employment by
100% Employment Achieved g | ‘l ] providing intensive
e B services such as
O Loz g | F-' N mentoring,
A B | L1 .
fs" A1 transportation, and
i g" LA \  extended day care
|-|tm-.r|mn.-.. i TN ',L hours. Project Zero
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ALNETLN FARK

.'I. Ir-u-'ru.tn-.
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!
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is locally based, with
service interventions
designed specifically
to meet local needs.
Since 1997, nearly
half of existing
Project Zero sites

have achieved 100 percent employment of their target cases. A recommended
increase of $3 million will bring Project Zero funding up to $14 million for fiscal

year 2001.
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Rate Increases

Rate increases are recommended for numerous critical FIA programs in fiscal year
2001, demonstrating the Governor’s commitment to core FIA priorities. Programs
recommended for increases include:

. A 3.0 percent inflationary increase for the FIP grant, at an additional cost of
$2.9 million, will subsidize families whose adult caretaker is unable to
work.

. Kinship care is provided by relatives for children who can’t live with a

parent. This care maintains family ties and avoids a licensed foster care
setting for a child. An additional $3 million will increase the FIP
payment rate for relatives by 21 percent, to $242 per month.

. In order to keep pace with inflation, $6.8 million is added to the budget to
support a 3.0 percent rate increase for foster and adoptive parents.

. Approximately 7,400 eligible recipients of State Disability Assistance will
receive an extra $11.45 per month due to a funding increase of more than $1
million. This will be the first rate increase since the program began in 1992.

. A recommended increase of $1 million for shelter grants and Salvation
Army contracts will help to cover shelter and meal costs for homeless
individuals and families; it will raise the daily reimbursement rate from
$10 to $11 per bed.

Data Processing

Also recommended are significant investments in FIA’s data processing
infrastructure. These funding increases will improve processing time and
increase the number and kinds of tasks performed, thus enhancing administrative
efficiency and effectiveness.

. The Child Support Enforcement System (CSES) requires an increase of $29.1
million to be operational by fiscal year 2001. The funding will be devoted
to a system for establishing and enforcing child support orders, collecting
and disbursing child support funds, and reporting information to the
federal government. It is necessary to complete the system in order to
avoid further federal financial penalties.

. An additional $9.9 million is recommended to insure that the Child
Support Distribution System, which will centralize child support
collections throughout the state, is operational during fiscal year 2001.

. Michigan has mandated an automated finger imaging system to prevent
individuals from illegally receiving cash assistance and food stamps
under more than one name. The Governor has recommended $8.7 million
to purchase and implement this finger imaging system.

FAMILY INDEPENDENCE AGENCY
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. Federal law mandates the completion of an Electronic Benefits Transfer
(EBT) system by October 1, 2002. The system will replace food stamp
coupons with an electronic debit card process. An additional $7 million is
needed in fiscal year 2001 to continue development of this system.

Other Technical Changes

. Food Stamp Adjustment to Expected Benefits and Caseloathe fiscal
year 2000 appropriation of this federally funded program exceeds the
amount needed to finance the program by $130 million. In addition, the
number of people eligible to receive Food Stamps is expected to decline
slightly between fiscal years 2000 and 2001. These two items result in a
$167 million recommended adjustment to the budget.

. Federal Share of Funding IncreasesT he Federal Medical Assistance
Percentage (FMAP) rate will increase just over one percentage pointin
fiscal year 2001. This will result in a general fund savings of $3.4 million
in Foster Care and Adoption Subsidy payments which will be financed
with a larger percentage of Federal revenue.

Fiscal Year 2000 Supplemental

Nearly $144 million in gross supplemental appropriations for fiscal year 2000
will fund several one-time FIA projects and services. The general fund portion of
this amount exceeds $54 million. Most of the supplemental funding will be
directed toward improving or expanding services to FIA clients, while some of

“. .. we recognize that those still out of the
workforce present some of the most daunting
challenges yet. To assist us, and to help these
families help themselves, we will draw upon
the experience of some very capable partners
- educators, faith-based groups, Michigan
Works! agencies, and other public and
private groups. Our unprecedented effort
will involve the entire family. We will go
the extra mile, including child-care and
summer shcool for all kids. Our objective is
to remove all barriers to work.”

John Engler, State of the State
Address, January 19, 2000

the funds will be used to fulfill spending
requirements mandated by federal or state laws.

Family Opportunity ProjectSeveral one-time
spending recommendations, totaling $50
million in Federal Temporary Assistance for
Needy Families (TANF) funds, will help FIP
families overcome employment barriers and
housing problems. The intensive Summer
Family Enrichment Program will assist
unemployed FIP clients with increasing
employment opportunities. The Michigan
Affordable Housing fund will support
increased home ownership for low-income
families. Funding for Individual Development
Accounts (IDA’s) will provide matching funds
to help low-income families purchase homes,
open businesses, or finance education.

. Personal Computer ReplacementA total appropriation of $15 million
(%6 million general fund) will replace approximately 8,000 aging and
obsolete computers in FIA field offices. Many of these older computers

FAMILY INDEPENDENCE AGENCY
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are unable to run multiple programs at once. New computers will have
faster processing times which will increase worker productivity.

. Teen Pregnancy Reduction ProjeetMichigan recently received a $20
million TANF bonus for successfully reducing out-of-wedlock births.
However, Michigan’s out-of-wedlock birth rate still exceeds the national
average. This bonus money will be used to fund additional intensive
pregnancy prevention efforts in order to reduce Michigan’s out-of-wedlock
birth rate below the national average by 2002. A portion of the funding will
be targeted at high school and middle school students in cities with high
teen pregnancy rates. A variety of proven services will be provided to
reduce teen sexual activity and teen pregnancy. In addition, some of the
funding will be used to strengthen paternity identification activities with
the goal of establishing paternity for 100 percent of the children born in
Michigan.

. Costs Resulting from Final TANF Regulation$Vhen enacted, the fiscal
year 2000 budget anticipated using TANF funding to support activities in
several areas for which final TANF regulations (published in April 1999)
prohibit reimbursement. General fund resources totaling $16.3
million must be used in place of federal funds for certain foster care
activities and court-operated in-home services for juveniles.

. Children’s Trust Fund The purpose of the Children’s Trust Fund is to fund
local efforts to prevent child abuse and neglect. A recommended one-time
general fund appropriation of $13.1 million will fully fund the trust at $20
million, as specified by state statute. This funding will support increased
local child abuse prevention activities and will simplify the state tax system
by eliminating the need for a special check-off section on the state income
tax form.

. Food Stamp ReinvestmentDue to the large proportion of Food Stamp
recipients with earned income, and due to the complex federal Food
Stamp regulations governing the budgeting of that income, Michigan’s
error rate has exceeded the national average. In order to meet Food Stamp
requirements, Michigan will spend $18.8 million general fund in order to
minimize Food Stamp payment errors. This investment will cover all
potential sanctions for the 2000 and 2001 fiscal years and will help to
bring error rates under control.

. Homestead Property Tax Credit for Low Income Familiéss previously
described, it is recommended that the current Homestead Property Tax
Credit be partially funded with federal funds beginning in the current
fiscal year.

FAMILY INDEPENDENCE AGENCY
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Program Outcomes FY1998 | FY1999 | FY2000 | FY2001

Reduce the number of children in foster
care who have been out-of-home care
for more than 24 months 3,300 3,200 3,150 3,000

Protect the safety of children by reducing
the number of substantiated abuse and
neglect cases through the use of
prevention and early intervention
services for at-risk families

Decrease the percentage of re-referrals
for abuse and neglect cases to no more
than 25 percent of the total substantiated
abuse and neglect caseload 35.8% 30% 25% 25%

Increase the number of adoptions 2,234 2,350 2,500 2,700

In order to meet the needs of children in
out-of-home care, increase the number
of licensed foster homes 7,298 6,774 7,000 7,500

At least 80% of juvenile justice youth
under FIA supervision will remain free of
a felony conviction for two years
following release from a residential
placement 75% 75% 77% 80%

Meet or exceed the federal Personal

Responsibility Act employment targets:
1) All Families 49.2% 43.8% 40% 45%
2) Two-Parent Families 63.9% 69.1% 90% 90%

Note: The Federal law allows these
statutory targets to be adjusted
downward to reflect caseload declines.
The targets reflected on this table for FY
2000 and FY 2001 have not been
adjusted

Increase the percentage of Project Zero
sites achieving 100% of targeted cases
with earned income 17% 63% 73% 81%

FAMILY INDEPENDENCE AGENCY
F-8 Leadership for the 21st Century



Department of Agriculture

(Amounts In Thousands)

Funding Histor

FY90 FY99 FY00 FY01

GF/GP $45,472.0 $48,887.0| $45,883.9/ $50,469.8
All Funds $70,589.9 $89,037.7| $91,750.0/ $100,671.6
% Change - GF/GP -6.1% 10.0%

% Change - All Funds 3.0% 9.7%

KEY ISSUES GF/GP  All Funds
Bovine Tuberculosis Surveillance and Eradication $3,400.0/ $3,400.0
Michigan Agriculture Environmental Assurance Program $570.0 $570.0
Information Technology $500.0 $500.0
Bulk Storage Inspection Enhancement $150.0 $150.0
Pesticide Data Collection and Marketplace Inspections $0.0 $536.0
Local Public Health Operations - 3% Increase $0.0, $1,089.2
Agriculture Equine Industry Development Fund Adjustments $0.0 $1,507.8
Other Adjustments ($1,682.6) ($779.8)
Economic Adjustments $1.648.5| $1.,948.4
Subtotal $4,585.9| $8,921.6

FY 2001 Executive Recommendation $50,469.8| $100,671.6
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Fiscal Year 2001 Executive Budget H-1



Department of Agriculture

he Michigan Department of Agriculture (MDA\) is charged with serving,

promoting and protecting food, agriculture and economic interests of the
people of the State of Michigan. Department programs serve all sectors of
agriculture, which is Michigan’s second-largest industry.

The fiscal year 2001 budget for the Michigan Department of Agriculture reflects
the Governor’s commitment to pioneering food safety initiatives, advancing
environmentally-sound agricultural practices and investing in continued growth
and economic health of the state’s food and agriculture industries. The fiscal

“Michigan is ready to take steps to make the food on
your table safer, whether it’s delivered by a waiter or
bought from a grocer. It’s a start, and it’s long overdue.
Legislation to overhaul the state’s food safety laws for
the first time in 30 years would create one set of safety
standards for restaurants and grocery stores... The
Department of Agriculture deserves praise for tackling
the food safety issue.”

year 2001 recommendation for the Department
of Agriculture equals $100.7 million total, of
which $50.5 million is general fund,
representing a 10 percent general fund increase
over fiscal year 2000.

The recommended growth in spending
provides support for food safety inspections,

regulation of food and feed, management of
pesticides, and oversight of the Michigan State
Fair, the Upper Peninsula State Fair and 88
other county and local fairs.

— Detroit Free Press, December 20, 1999

Sustaining Michigan’s Safe and Wholesome Food Supply

Underscoring the importance of food safety, the fiscal year 2001 budget provides
funding of $6.1 million in general fund revenues to support Project GREEEN
(Generating Research and Extension to meet Economic and Environmental
Needs). A joint initiative of the Department of Agriculture and Michigan State
University, Project GREEEN is in its third year of operation. With total
investments approaching $18 million, Project GREEEN works to address critical
regulatory, food safety, economic and environmental problems that challenge
plant-based agriculture industries. Through this joint venture, the future success
of Michigan’s plant agriculture and its potential for economic growth is balanced
with efforts to protect and preserve the quality of the environment and the safety
of our food supply.

The Michigan Department of Agriculture has earned national recognition for its
commitment to food safety by monitoring Michigan’s food supply at each step in
the food chain and enforcing the state’s strict food and dairy laws. Ensuring safe
and wholesome food products for consumers involves state and local licensing
and inspection of food establishments and dairy operations, sampling food
commodities, and investigating food borne illnesses. The fiscal year 2001
budget includes $29.4 million to support various food safety efforts, including
gualified inspection staff, improved automated inspection systems, and
laboratory testing of fresh commodities and processed food.

AGRICULTURE
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The Michigan Department of Agriculture is actively pursuing the most
comprehensive revision of the state’s food safety policies in 35 years. In
collaboration with local health departments and representatives of grocery,
restaurant and food service industries, the department has developed a unified
food code that will be considered during the 2000 legislative session. The
revised food safety standards maintain a commitment to science-based standards
and offer a uniform and streamlined approach that reduces duplication of effort.
Resources will be targeted to the areas of greatest risk, providing quick response
to food borne illnesses, and solving problems in the regulated community.

Leadership in Pollution Prevention

The fiscal year 2001 recommendation includes $570,000 to implement the
Michigan Agriculture Environmental Assurance Program (MAEAP). This
comprehensive pollution prevention initiative for the farming community is
initially targeted at new and expanding livestock facilities and facilities located
in environmentally sensitive areas. The department will assist livestock facilities
to develop environmental and public health risk assessments, such as manure
management for odor abatement and streambank fencing to protect surface water
quality. By utilizing whole-farm risk assessments, nutrient management plans,
educational requirements, and Generally Accepted Agricultural and
Management Practices, MAEAP can provide an effective alternative to federal
permitting programs. By year 2005, eighty-five percent of the livestock
production in Michigan will receive MAEAP certification, demonstrating the
farm community’s commitment to sound, responsible environmental
stewardship.

Safeguarding Our Water Supplies

Agri-chemical bulk storage facilities on the farm and in the commercial setting
are on the rise. A large number of turf management businesses also maintain
bulk storage facilities, primarily for fertilizer. Proper handling, storage and
disposal of pesticides and fertilizers avoids environmental damage and costly
cleanups. More importantly, Michigan residents are assured safe water supplies
and cleaner surface and groundwater.

The fiscal year 2001 budget recommends an increase of $150,000 to monitor the
use and disposal of pesticides and fertilizers in urban communities, and to
provide technical assistance to farmers and commercial operators in meeting
bulk storage regulations. Additional federal funding of $536,000 will support
increased data collection, marketplace inspections, and regulation of pesticide
sale and use in urban communities.

Securing Seasonal Agricultural Workforce

Michigan ranks in the top ten nationally in the production of crops which require
the use of migrant workers for planting, cultivating, harvesting and packaging.
Satisfactory housing accommodations are essential to secure an adequate
seasonal workforce. The Michigan Department of Agriculture licenses and
inspects labor housing sites and provides new construction and housing
improvement grants to housing operators and growers. The fiscal year 2001

Fiscal Year 2001 Executive Budget
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budget includes $550,000 for migrant housing, maintaining a $250,000 increase
appropriated in fiscal year 2000.

Eradicating Bovine Tuberculosis

Michigan continues its efforts to eradicate bovine tuberculosis (TB) from the
state. Following Governor Engler’s 1998 directive, the departments of
Agriculture, Community Health, and Natural Resources have taken aggressive
steps to address this problem. Veterinarians have conducted over 50,000 TB tests
on cattle and goats from nearly 1,100 farms, examined approximately 45,000
hunter-harvested deer, and performed 35,000 diagnostic tests.

The fiscal year 2001 recommendation includes an increase of $3.4 million,
bringing total bovine TB funding to $14.3 million, in order to provide ongoing
resources for surveillance testing, equipment and public education.

Michigan’s Horse Racing Industry

The horse race industry is an important component of Michigan’s agricultural
industry. Popularity of horse racing has increased tremendously since its
inception in 1933, when pari-mutuel horse racing first began at the Michigan
State Fairgrounds track in Detroit. In 1997, more than 2,400 days of live and
simulcast pari-mutuel racing were presented at eight licensed track locations,
including six harness race tracks, one thoroughbred track and one mixed breed
track.

Horse racing revenues are deposited into the Agriculture Equine Industry
Development Fund and are estimated to total $13.2 million in fiscal year 2001.
The revenue provides economic support for Michigan’s horse racing
infrastructure, breeders’ and owners’ awards, as well as purse revenues for fairs
that offer horse racing. A $1.0 million supplemental appropriation is
recommended for fiscal year 2000, reflecting available Agriculture Equine
Industry Development Funds. The fiscal year 2001 recommendation increases
spending by an additional $657,300, or 5.3 percent.

Information Technology

The budget recommendation for fiscal year 2001 includes $500,000 for
information technology to improve efficiency in the delivery of department
services. Components of the proposed system include electronic-commerce for
improvements in licensing, inspections, complaint handling and document
management, consumer internet, geographic mapping of food safety incidents,
and reduction of paper processing.

Fiscal Year 2000 Supplemental

As discussed, supplemental appropriations of $1.0 million are recommended for
fiscal year 2000 to budget available Agriculture Equine Industry Development
Funds.

AGRICULTURE
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Program Outcomes

FY1998

FY1999

FY2000

FY2001

Reduce the number of food-borne
illnesses by 4% per year as a result of
licensing and inspection activities.

2,700

2,500

2,400

2,300

Promote economic profitability of
Michigan's agricultural industry by
increasing the value of export sales
as a result of Department of
Agriculture efforts.

N/A

$250,000

$500,000

$750,000

Ensure consumer protection by
increasing the percentage of gasoline
meeting quality standards

91%

88%

93%

95%
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AGRICULTURE
H-5



Department of Environmental Quality

(Amounts In Thousands)

Funding History

FY90 FY99 FYO00 FYO01

GF/GP $95,657.7 $92,501.3| $96,246.4| $99,825.0
All Funds $160,084.7 $521,540.9 $393,588.6 $406,611.6
% Change - GF/GP 4.0% 3.7%
% Change - All Funds -24.5% 3.3%

KEY ISSUES GF/GP All Funds
Wetlands Enforcement Efforts $375.0 $375.0
Nonpoint Source Water Pollution Federal Grants $0.0 $3,000.0
Great Lakes Research Protection Grants $0.0 $1,000.0
Local Public Health Operations - 3.0% Increase $0.0 $676.7
Environmental Assistance Increase $0.0 $300.0
Innovations and Incentives Program Increase $0.0 $275.0
Community Pollution Prevention Grants $0.0 $250.0
One-Stop Reporting Information System $0.0 $200.0
Scrap Tire Market Demonstration Project $0.0 $200.0
Other Adjustments ($100.0) $788.1
Economic Adjustments $3.303.6 $5,958.2
Subtotal $3,578.6/ $13,023.0
FY 2001 Executive Recommendation $99,825.0, $406,611.6
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Almost
5,000 jobs
created at
brownfield
sites

Department of Environmental Quality

he Department of Environmental Quality is committed to restoring and

enhancing Michigan’s environment for the protection of public health and the
preservation of our natural resources. Acting as the chief steward for air, land,
and water quality, the department focuses on environmental monitoring,
permitting, enforcement, and innovative partnerships that add to the quality of
life enjoyed by residents and visitors
alike.

“Clearly, Michigan’s commitment and progressive
thinking can serve as a model for brownfield policies
and programs nationally . . .”

As Michigan enters the new
millennium, the Department of
Environmental Quality moves
forward with a renewed emphasis on — John W. Clark, Chairman, Consumer’s
pollution prevention and cleanup, Renaissance Development Corporation
implementing numerous
environmental projects authorized in
November 1998 by the Clean Michigan Bond Initiative. More than $115 million is
being distributed during fiscal year 2000 to communities across the state for
brownfield and waterfront redevelopment, water quality programs and pollution
prevention strategies. Supplemental fiscal year 2000 appropriations of $80.9
million will expand these efforts and begin clean water programs.

The Governor’s fiscal year 2001 budget recommendation provides total funding
of $406.6 million, of which $99.8 million is general fund, reflecting a 3.3 percent
increase over fiscal year 2000.

Environmental Cleanup

The department continues its fifth year of implementing the Environmental
Cleanup and Redevelopment program. The Governor’s fiscal year 2001 budget
recommends $22 million for cleanup activities to protect public health and the
environment,
especially at
sites with
acute health
or
environmental
problems.

Number of Jobs Created at Brownfield Sites

5,000
4,000
" With the
passage of
the Clean
Michigan
Bond

1998 1999 Initiati\{e,_
Year $335 million

is targeted to

2,000

1,000

1996

1997
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prepare sites for economic redevelopment. Re-use of “brownfield” sites —
properties where perceived or actual environmental contamination is a barrier to
redevelopment — allows sites to be used for new development. A survey of 33
Michigan communities shows that cleanup activities have increased financial
investment and created jobs.

Wetlands Enforcement Efforts

In 1984, Michigan was the first state authorized by the federal government to issue
wetlands permits, and remains one of only two states delegated with this
responsibility. Nearly 6,000 permits are reviewed and issued each year to
preserve complex ecosystems that support a variety of plant and animal life.
Wetlands contribute to the quality of other valued natural resources in Michigan
such as inland lakes, groundwater, fisheries, wildlife, and the Great Lakes. The
Governor’s fiscal year 2001 budget adds $375,000 in general fund support to
strengthen wetlands enforcement efforts.

Nonpoint Source Water Pollution Federal Grants

The nonpoint source pollution program has greatly reduced the amount of
pollution reaching the state’s surface waters from diffuse sources. It is estimated
that the program has prevented 94,000 tons of sediment, 111,000 pounds of
phosphorus and 114,000 pounds of nitrogen from entering Michigan’s lakes and
streams each year. In fiscal year 2000, federal grant awards of $5.8 million are
supplemented with $12 million from the Clean Michigan Initiative program. The
Governor’s fiscal year 2001 budget includes an additional $3 million in federal
support for long term efforts to protect and improve surface water quality.

Great Lakes Research Protection Grants

In 1989, the eight Great Lakes states created the Great Lakes Protection Fund, a
permanent funding source to support research and demonstration projects
designed to preserve, enhance and restore the Great Lakes. The fiscal year 2001
budget contains an increase of $1 million from the Great Lakes Protection Fund for
pollution abatement, land conservation, Great Lakes habitat protection, cleanup
actions, and monitoring programs.

Community Pollution Prevention Grants

The Community Pollution Prevention Fund, created in 1996, annually receives a
portion of unclaimed bottle deposit revenue collections. As provided by law, the
Fund’s investments may be used as matching grants to counties, local health
departments, municipalities and regional planning agencies for pollution
prevention activities. The fiscal year 2001 budget recommends an increase of
$250,000 for cost-shared pollution prevention activities and programs designed to
educate the public about the disposal of toxic material.

Other Recommendations

As more emphasis has been placed on pollution prevention, there is an increased
need for assistance and services to businesses, especially small businesses. The
fiscal year 2001 budget adds $300,000 for field staff in DEQ district offices, who

ENVIRONMENTAL QUALITY
Fiscal Year 2001 Executive Budget H-9



By 2001,
nearly 9
million
scrap tires
will be
removed
in
Michigan

will integrate pollution prevention practices into regulatory programs. Due to
growth in innovative, incentive-based pollution prevention programs such as the
Clean Corporate Citizen and Air Emission Trading programs, $275,000 is also
recommended to help more businesses reduce pollution.

The Executive budget recommends $10.3 million for local public health
operations, a 3 percent funding increase. This funding supports drinking water
supply and on-site sewage management activities performed by local health
departments.

With the recommended addition of $200,000, the department will expand its
efforts to improve the collection and reporting of data across multiple state and
federal regulatory programs. The One-Stop Reporting project simplifies data
collection, develops common data definitions and improves public access to
information.

The illegal accumulation of scrap tires results in public health, environmental
and aesthetic problems for many communities. Since 1991, more than 1,000 sites
have been cleared of nearly 5 million scrap tires. In the fiscal year 2001 budget,
$200,000 is recommended to explore the possible use of scrap tire material to
manufacture support poles for guard rails and signs used by the Michigan
Department of Transportation.

Scrap Tire Program Cleanup

Number of Tires
(in millions)

O =_~NWPHOILO NO®OO

1991 1993 1995 1997 1999 2001

ENVIRONMENTAL QUALITY
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Program Outcomes

FY1998

FY1999

FY2000

FY2001

To promote the use of pollution
prevention practices by small
businesses, increase the number of
consultant contacts provided by the
Michigan Retired Engineer Technical
Assistance Program (RETAP)

34

68

100

150

To improve urban renewal and
economic development opportunities,
increase the number of abandoned or
illegal scrap tires removed from
communities

5,100,000

7,600,000

8,000,000

8,500,000

To prevent release of petroleum and

hazardous substances into the

environment

* increase the percentage of
substandard storage tanks closed

* increase the cumulative total of
underground tanks closed

* increase the cumulative total of
leaking underground storage tanks
closed

N/A

55,700

6,400

4.9%

57,700

7,500

13.2%

61,700

8,600

18.2%

63,700

9,700

Fiscal Year 2001 Executive Budget
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Department of Natural Resources

(Amounts In Thousands)

Funding History

EY90 EY99
GF/GP $47,292.8 $49,650.0
All Funds $156,399.5 $228,824.5
% Change - GF/GP
% Change - All Funds
KEY ISSUES

Forest Development Fund Revenue Replacement
Cooperative Resource Program Enhancement

National Recreation Trail Grant Increase

Great Lakes Ecological Information Centers Operating Costs

Michigan Civilian Conservation Corps - State Park
Maintenance

Forest Recreation - Increased/New Fees

One-Time Funding Adjustments

Remove One-Time Funding - Local Recreation Grants
Other Adjustments

Economic Adjustments

Subtotal

EY00 EYO01

$51,495.0  $55,723.9
$253,387.7| $254,238.4
3.7% 8.2%
10.7% 0.3%

GFIGP Al Funds
$2,535.0 $0.0
$540.0 $540.0
$0.0  $1,300.0
$0.0  $1,000.0
$0.0  $1,000.0
$0.0 $425.0
($360.4)  ($360.4)
$0.0/ ($11,476.4)
$261.6)  $1,991.0
$1.252.7  $6.4315
$4,228.9 $850.7

FY 2001 Executive Recommendation

$55,723.9 $254,238.4

Fiscal Year 2001 Executive Budget
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Department of Natural Resources

he Department of Natural Resources provides stewardship and management

of natural resources and promotes recreational opportunities for the
enjoyment of Michigan citizens and visitors. Michigan’s precious resource
heritage is maintained through a variety of programs administered by the
department. From forest management to wildlife and fisheries programs, from
parks and campgrounds to youth outdoor education, the department works to
preserve the state’s natural resources for current and future generations.

The Governor’s fiscal year 2001 budget recommendation for the Department of
Natural Resources includes total funding of $254.2 million, of which $55.7
million is general fund, an 8.2 percent increase from fiscal year 2000.

Protecting Forest Resources for Future Generations

Michigan has the largest state forest system in the United States, occupying one-
fifth of the total forest area in the state. The Department of Natural Resources is
responsible for managing 3.9 million acres of forest lands and providing fire
protection on 20 million acres of forest and wild lands. Forest resource
management balances social, recreational, environmental and economic
opportunities made possible by this vast natural resource.

Michigan’s forest industry presently contributes over $9 billion to the state’s
economy. Consumer demand for wood products provides a market for state
forest timber with sale proceeds deposited to the Forest Development Fund.
Over the past five years, average annual revenue of $17.7 million kept pace with
forest management program expenditures. A projected decline in foreign
market sales, coupled with new spending initiatives this year, result in a
projected Forest Development Fund revenue shortfall of $2.5 million for fiscal
year 2001. The Governor’s budget recommends $2.5 million in general fund
support to continue critical forest resource management programs.

In addition, the fiscal year 2001 budget includes $1.4 million for the second year
of a five-year plan to provide an up-to-date inventory of Michigan’s forest
resources. The new system, developed in partnership with the federal Forest
Service, will inventory all state forests and allow forest managers to make
decisions based on current scientific data. The continuous process of improving,
harvesting and regenerating stands of timber provides needed wood products,
renews wildlife habitat and forms a healthy forest base for recreational uses.

An Integrated Approach to Resource Management

Resource management in rural forests, suburban communities and urban centers
is vital to sustaining the quality of life in Michigan. A coordinated effort
between public agencies and private sector conservation groups is occurring in
fiscal year 2000 to promote effective management of landscapes across the state.
Landowners are encouraged to reclaim, revitalize and maintain healthy
landscapes for the long term health of forest land. Efforts are underway to

NATURAL RESOURCES
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establish local programs and outreach to communities and landowners. Local
conservation districts serve as gateways, providing links between land-users and
public/private service providers and coordinating resources available to private
citizens. The fiscal year 2001 budget recommendation includes $1.3 million in
state support to continue these efforts, with $810,000 targeted to Michigan’s
conservation districts. In addition, the fiscal year 2001 budget provides an
increase of $540,000 to establish a tree planting initiative in urban and suburban
areas to enhance pride in local communities and increase environmental
awareness.

Forest Recreational Opportunities

The Department of Natural Resources manages state forest campgrounds, water
access sites, pathways and trails for off-road vehicle, snowmobile and cross-
country ski enthusiasts. Participation in forest recreation programs has reached
18.4 million visits per year and is expected to increase 9 percent over the next

two years. 27.7
The fiscal year 2001 budget recommends an additional $425,000 from increased million
user fees for general infrastructure improvements, trail development and visitors
accessibility for persons with disabilities. Forest user fees will increase from
$6.00 to $8.00 for daily camping and a new camping fee of $15.00 will allow to state
fifteen consecutive days of camping on state forest land. The fiscal year 2001 )
recommended budget also includes increased federal support of $1.3 million, for parks n
total funding of $1.9 million, to improve and develop recreational trails.

1999
State park attendance increased more than 5 percent in 1999 — the second
consecutive year of record-breaking attendance. More visitors can be expected as
state park revitalization efforts accelerate with a $50 million funding boost from
the Clean Michigan Initiative,
approved in November 1998. The State Park Usage
department received an Michigan’s 1999 Top Ten Locations
authorization of $28.2 million to
implement the first three years of a Pontiac Lake Recreation Area
five-year park improvement plan, Pinckney Recreation Are Warren Dunes State Park
addressing critical state park
infrastructure projects. In Ludington State Park
addition, the fiscal year 2001
budget enhances these efforts with Yankee Spring Holland State Park

876,000

$1 million from the Michigan
Civilian Conservation Corps
Endowment Fund, providing _

. L. Sterling State Park
work experiences and training for 1,210,000
young, unemployed persons
while assisting the department in o Lake State oS
maintaining the state park 1,070,000 Silver Lake State Park
. 1,100,000
infrastructure.
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Endangered
species
management
efforts are
effective

Outdoor Education Efforts

The Governor’s fiscal year 2001 budget includes $2.8 million to continue the
department’s efforts to promote appreciation of Michigan’s outdoor heritage
among young people. The development of “pocket parks” at the Michigan State
Fair in Detroit and the Upper Peninsula State Fair in Escanaba brings together a
sampling of Michigan’s natural wonders and recreational adventures. “Michigan:
Your Great Outdoor Adventure” provides interactive displays, daily seminars,
demonstrations, and hands-on activities, encouraging families and individuals to
learn more about outdoor recreational activities. Visitors try their skills at fishing
and casting, experience a campsite and fire ring, and aim a laser-lighted firearm at
stations located throughout the parks. In 1999, Michigan State Fair “pocket park”
attendance totaled 160,000, while 100,000 visitors enjoyed similar activities at the
Upper Peninsula State Fair.

In November 1999, Governor Engler unveiled the DNR Millenium Education
Project. “Great STATE, Great PARKS, Great HISTORY!” — a supplement to the
mandatory Michigan history curriculum — promotes learning experiences for
fourth grade students and their families about Michigan’s history, its natural
resources and state parks. Students and families have fun while learning through
cartoon characters Sandy Dunes, Forrest Trails, Buck Wilder, and Greta and Grady
Lakes. More than 6,800 curriculum packages for public and charter school
classrooms, distributed since 1999, link natural resources education with
objectives set by the Michigan Educational Assessment Program.

Other educational experiences are found at Great Lakes ecological information
centers located at six fish hatcheries throughout the state. The Oden State Fish
Hatchery, located on 120 acres near Petoskey, is undergoing major construction to
replace the hatchery with state-of-the art fish-rearing facilities. The project also
creates the Great Lakes Interpretive Center, incorporating the 1920 hatchery
building into plans for an auditorium/classroom facility. The center will
demonstrate stream habitat improvement structures and feature an interpretive
trail along a natural streambed leading to artesian spring-fed ponds. The fiscal
. . year 2001 budget
Spring Census of Kirtland’s Warblers includes $1
in Michigan million for
operational costs
1000 at the Oden
B 500 interpretive
5 center, as well as
~ 600 Great Lakes
= ecological centers
= 400 at Harrietta,
3= 200 Marquette, Platte
.;:; River, Thompson,

and Wolf Lake
hatcheries.

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999
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Fiscal Year 2000 Supplemental

A general fund supplemental of $2.4 million is recommended to fully fund the
Nongame Fish and Wildlife Trust Fund. This additional funding will bring the
fund balance to the statutory maximum of $6 million. This action will serve two
purposes: (1) it will provide increased investment income for the Trust Fund to
support research and management of nongame fish and wildlife, and designated
endangered animal and plant species; and (2) it will simplify the administration of
the state tax system by eliminating the current option to donate to the Fund via the

income tax form.

Program Outcomes

In order to contribute to Michigan’s

economic growth and promote a

variety of recreational opportunities

* increase the percentage of visits to
state forest areas

* increase the percentage of day use
visits at state parks

FY1998

3,600,000

26,332,000

FY1999

3,708,000

26,858,000

FY2000

+6%

+4%

FY2001

+9%

+6%

In order to protect threatened and

endangered species

* Increase the population of
Kirtland’s Warbler

» Maintain the regeneration of jack
pine trees for Kirtland’s Warbler
nesting habitat

1,602

2,872
acres

1,806

2,214
acres

+14%

3,000
acres

+17%

3,000
acres

In order to promote resource
management in rural forests,
suburban communities, and urban
centers, increase the percentage of
landowners receiving technical
assistance from local conservation
districts.

N/A

N/A

5%

15%

Fiscal Year 2001 Executive Budget
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Department of Transportation

(Amounts In Thousands)

Funding History

FY90 FY99 FY00 FYO01
GF/GP $0.0 $0.0 $0.0 $0.0
All Funds $2,243,650.6 $2,779,794.6 $2,808,545.7 $2,984,764.6
% Change - GF/GP 0.0% 0.0%
% Change - All Funds 1.0% 6.3%
KEY ISSUES GF/GP All Funds
ROAD AND BRIDGE PROGRAMS
Transportation Revenue Increases $0.0| $55,256.0
- State Trunkline Road and Bridge $6,002.7
- County Road Commissions $31,301.4
- Cities and Villages $17,451.9
- Critical Bridge Program $500.0
Federal Aid Revenue Increases $0.0/ $81,923.1
- State Trunkline Road and Bridge $37,124.0
- Local Road and Bridge Construction $34,726.0
- Federal Statewide Planning & Research (SPR) $10,073.1
Increased Maintenance Program Allocations $0.0 $4,581.5
- System Expansion/Signals/Safety Testing $2,794.0
- Rest Areas and Roadside Services $1,787.5

PUBLIC TRANSPORTATION PROGRAMS

Public Transportation and Rail Program Support $0.0| $29,605.9
- Local Bus Operating $6,000.0
- Local Bus Operating: Unreserved Balance ($6,000.0)
- Federal Program Adjustments $24,954.0
- Other Adjustments $4,651.9
ADMINISTRATION
Administrative Savings $0.0 $4,852.4
- Secretary of State: Net Lapse/Adjustments ($3,000.0)
- Administrative Cost Savings ($3,962.5)
- Other Adjustments ($1,110.1)
- Economic Adjustments $12,925.0
Subtotal $0.0, $176,218.9
FY 2001 Executive Recommendation $0.0 /$2,984,764.6

TRANSPORTATION
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Administrative Costs as a Percent of

Department of Transportation

he Governor’s Build Michigan Il investment plan is delivering on his

commitment to make Michigan’s transportation infrastructure second to
none. Record construction seasons in 1998, 1999 and 2000 set the stage for an
aggressive 2001 program that will continue to improve Michigan’s roads and
bridges at an unprecedented pace. Motorists and commercial interests already
are experiencing the results of a Build Michigan Il strategy that is fixing the worst
roads and bridges first, while substantially increasing the share of long-term
fixes. The Governor’s fiscal year 2001 budget recommendation totals nearly $3
billion, over 46 percent of which will be shared with local agencies.

Managing a More Efficient Program

The Department of Transportation has developed management strategies that
more effectively target road and bridge repairs to system needs. These strategies
include: publishing a rolling five-year

i plan of road and bridge construction
Total Expenditures projects; employing a “mix of fixes”

oo that provides for a balanced program of
9.0% +— € @ reconstruction, resurfacing, and capital
2 \ preventive maintenance; instituting a
3 80% “corridor approach” that minimizes
% 7 0% \ motorist inconvenience by coordinating
g \ construction activity on large-scale
E 6.0% projects to the same construction
< season; and creating a more
5.0% competitive bid process by having 90
percent of the state construction
4.0% T T T .y . .
1691 1693 1905 1907 1969 program out for bid in the first six
months of the fiscal year.
MDOT System Ref(_)rms Are the I\_Iext Step o
The manner in which motorists and commercial interests are served by
reduces Michigan’s road network is currently being reviewed. Correctly assigning
responsibility, and providing equitable, realistic long-term funding for
overhead  Michigan’s commercial road network is a key to sustaining the state’s strong
economy. A Transportation Funding Study Committee and Citizens Advisory
COStS Committee are assessing the statutory distribution of road funding. The

TRANSPORTATION
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Governor and the Legislature will be reviewing their recommendations in the
coming months to identify system reforms and investment strategies that
recognize the changing responsibilities for Michigan’s transportation
infrastructure.

“Fixing Our Roads™= Accomplishments

Since 1991, nearly 1,000 miles of Michigan trunklines have been improved per
year, doubling previous highway improvement goals. Record construction
seasons in 1998 and 1999 have resulted in over $2.2 billion being invested on the
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state highway system alone. Of the 400 high-impact projects completed under the
first two years of Build Michigan 11, 100 percent were completed on or ahead of
schedule. This impressive accomplishment included major repair and rebuild
projects on 31 miles of 1-275 in metro Detroit, the reconstruction of 3.1 miles of 1-75
in downtown Detroit, the reconstruction and widening of 4 miles of M-43 in
Kalamazoo county, the reconstruction of ramps and roadway at the 1-96/M-37/
US-131 interchange in Kent county, and the replacement of 14 bridges and decks
on US-127 in Lansing. In addition, more than 90 percent of the projects were bid
below original engineer estimates allowing the department to accelerate projects
slated for construction in their rolling five-year plan.

Fiscal Year 2000 Road & Bridge Program

The department’s fiscal year 2000 road and bridge program will invest nearly
$1.37 billion to repair 1,400 miles of road and rehabilitate 230 bridges on the state
trunkline system. A key element to achieving the department’s goal of bringing
90 percent of state roads and bridges to good condition by 2007 is an increased
investment in routine and capital preventive maintenance. Maintenance program
support has increased by 20 percent under Build Michigan 11, with nearly $300
million invested annually in efforts to extend the pavement life and structural
integrity of our existing roads and bridges. In addition, the department will
continue to increase the amount of long-term (20+ year) fixes. More than 30
percent of lane miles improved in 2000 will have a fix life of 20 years or more.
Key projects slated for construction in 2000 include:

. Rapid reconstruction of the US-131 “S-curve” in downtown Grand Rapids
will repair six bridges, and 1.2 miles of roadway in one construction
season. Responding to business and motorist needs, the department
employed an aggressive bid strategy on this project that takes into account
not only the cost of the project, but also the number of days needed to
complete the repairs. This innovative approach will allow for completion
of this critical project in one year, a full year less than originally
anticipated, easing the impact on the downtown commercial district.

. Over $51 million is being invested to reconstruct the 1-94 Dequindre Yard
Bridge near the I-75 interchange in Wayne county. This project is the state’s
largest structural steel project and includes reconstruction of the 27 span
bridges, 12 ramps, the Ferry Street bridge over 1-75, and the Woodward
(M-1) and Rosa Parks Avenue bridges over 1-94.

. The interchange of I-75 at US-23 in Genesee county will be widened and
upgraded. A critical project designed to address traffic needs at one of the
state’s 11 “choke points,” the three mile project from 1-475 to Miller Road,
will be completed in one construction season. Minimizing motorist
inconvenience is a primary focus on this project and road work has been
scheduled to accommodate travelers during peak summer travel months.

TRANSPORTATION
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Federal
road funds
o
Michigan
have
increased
69% since
1996

$1,000

The US-131 Cadillac bypass construction continues ahead of schedule with
an anticipated early completion date expected in 2000 for the first segment
of this new freeway. This first segment begins at the current freeway, just
south of Cadillac, and directs traffic east to M-55.

Four projects on US-27 between Lansing and Mt. Pleasant will improve
the pavement and traffic flow on this key north-south gateway. The single
most important effort will be the construction of a bridge to carry M-57
traffic over US-27 near Ithaca in Gratiot county.

In Kent county, work continues on the Grand Rapids South Beltline (M-6).
The 20-mile, $420 million project is underway with five bridges complete
and five more bridges slated for construction in 2000.

A maintenance facility has been established in the City of Detroit to
perform year-round maintenance on non-freeway state trunklines within
the city limits. The department’s presence frees city crews to better serve
their business and residential customers located on city streets.

Fiscal Year 2001 Budget Recommendation
The Governor’s fiscal year 2001 budget recommendation will continue to

$800

Millions

$400

enhance the Build Michigan 11

performance record by focusing
Federal Transportation Funds investments on road repair and
maintenance. The Governor’s
budget recommendation

$600

provides for a $1.38 billion
e B - || L trunkline program that will

support an estimated $817
] ] ] ] ] — million for road repair and
rebuild projects, $160 million

$200
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1996

o7 1008 1ee 200 200 for new roads, $224 million for
routine maintenance, and $185

million for safety, economic development, and federally mandated programs. A
highlight of the recommendation is that Michigan will receive more than $150
million in new state and federal revenues provided by Build Michigan Il and the
federal transportation funding package (TEA-21). Michigan’s share of federal
transportation funds has increased in five years by $351.5 million, or 69 percent,
highlighting the Governor’s successful efforts to return our state’s share of
federal transportation funds.

Fiscal Year 2001 Priority Projects

Construction of 5.7 miles of roadway for the Grand Rapids South Beltline
(M-6) project from 1-96 west to M-37 will begin in 2001. This initial
segment is scheduled to open to traffic no later than 2002. In addition,
construction will begin on the M-6/US-131 interchange, which will
include construction of 27 bridges.

Leadership for the 21st Century



. Metropolitan Detroit work will focus State Road & Bridge Program
on freeway improvements utilizing $1.38 Billion
the “corridor approach” to minimize
motorist inconvenience. One key
project on 1-96 will incorporate the
rehabilitation of 49 bridges and nearly
10 miles of roadway between 1-275 and
US-24 (Telegraph Road).

Routine
Maint.

Safety/
EDF/Other

. US-131 Cadillac bypass work continues
with the construction of roadway from
Boone Road to existing US-131. The
second segment of the roadway project
will continue to the north of

Cadillac and is expected to open to traffic in 2004. Funding
. Relocation of M-45 between Grand Valley State University and 68" Street for
and construction of a four-lane boulevard between Grand Valley State .
University and Sand Creek Road will get underway in Ottawa county. repairs to
This long awaited project is designed to relieve congestion in the greater ..
Grand Rapids area. existing
. Resurfacing and widening of 14 miles of M-53 in Lapeer county will meet State
the ever increasing traffic volumes along this primary corridor. roads
. Construction continues on the new US-131 relocated freeway in Berrien exceeds
county. The project will complete the segment between Snyder and Napier
Roads. $800
Funding for Local Roads and Bridges million

Over $918 million in Michigan Transportation Fund revenues will be distributed
to locals through the historic Public Act 51 formula, representing an increase of
nearly $50 million from the prior year. Local road agencies will also receive over
$214 million in federal funds and over $68 million in state supported revenues
earmarked specifically to local projects in the Michigan Transportation Fund
through the critical bridge, rail grade crossing, local program, and economic
development fund programs. In addition, the Governor’s recommendation
includes $1 million for enhanced engineering and technical support for local
agency programs.

Planes, Trains, and Buses Providing Key Transportation Links

The intermodal nature of modern transportation systems requires that Michigan
have a core network of air facilities, rail passenger and freight systems, and transit
providers in place to effectively move goods and people. The Governor’s fiscal
year 2001 recommendation includes over $29 million in new state and federal

TRANSPORTATION
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capital funds to support public transportation. The Governor also continues $3.9
million in support of the Work First initiative — providing transit support to connect
people to jobs. Two key capital projects linking Michigan’s commercial networks are
the planned intermodal freight facility in Detroit and construction of the new midfield
terminal at Wayne County Metropolitan Airport.

Fiscal Year 2000 Supplemental

The Governor’s recommendation includes fiscal year 2000 supplemental support for
intermodal transit and rail freight programs, including $29.1 million available to local
transit agencies for bus capital purchases. The Governor’s recommendation also
supports $600,000 for freight preservation and development projects to improve
Michigan’s rail freight infrastructure. These programs are supported by $23.7 million
in federal funds and $6 million in additional comprehensive transportation fund
revenues available in the current year.

Program Outcomes FY1998 | FY1999 | FY2000 | FY2001

Increase the percent of state freeway

miles in good/fair condition 77.9% 79% 81% 83%
Increase the percent of state non-

freeway miles in good/fair condition 72.2% 73% 75% 76%
Increase the percent of bridges in

good/fair condition 78.5% 78.4% 78.9% 79%
Reduce the percentage of state

highways with congested traffic flow 26% 28% 27% 26%
Increase number of local bus 85.5 87.4 87.7 91.2
passengers million million million million
Increase number of local bus service 83.3 81.5 89.5 93.0
miles million million million million

Increase the percent of primary
airport runways in good/fair condition N/A N/A 88% 92%

TRANSPORTATION
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Capital Outlay

(Amounts In Thousands)

Funding Hi
EY90 EY99 EY00 EYO1

GF/GP $183,663.3 $519,255.0/ $277,924.8| $312,814.6
All Funds $296,626.0 $726,043.8| $455,560.6| $471,994.8
% Change - GF/GP -46.5% 12.6%

% Change - All Funds -37.3% 3.6%

KEY ISSUES GF/GP All Funds
State Building Authority Rent $27,047.7| $24,297.7
Lump Sum Special Maintenance for Various State Agencies $14,490.9  $13,990.9
Michigan Department of Transportation Aeronautics Projects $6,400.0, $14,808.0
Michigan Department of Transportation Restricted Fund Projects $0.0 ($1,980.0)
Department of Natural Resources Restricted Fund Projects $0.0/ ($10,077.9)
Department of Natural Resources Trust Fund Projects $0.0/ ($13,676.9)
Department of Military Affairs Projects, Including Special Maintenance ($576.2) $1,545.0
and Armory Rehabilitation

Mackinac Island State Park Restoration Funding Completed ($2,068.0) ($2,068.0)
Removal of One-time Funding ($10,404.6) ($10,404.6)
Subtotal $34,889.8| $16,434.2

FY 2001 Executive Recommendation $312,814.6 1 $471,994.8

CAPITAL OUTLAY
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Capital Outlay

he budget for Capital Outlay is already in place for fiscal year 2001. On

December 28, 1999, the Governor signed into law Public Act 265 of 1999,
outlining capital outlay appropriations for fiscal years 2000 and 2001. This
marked the first time that a two-year capital outlay budget was enacted.

The fiscal year 2001 budget for capital outlay totals $472 million, of which $312.8
million is general fund. Appropriations include funding for on-going and new
initiatives, as well as $276.9 million for bond payments on projects approved in
previous years. The act provides planning authorization for thirteen new
projects at Michigan colleges and universities, and allocates significant resources
for special maintenance projects at various state agency buildings.

Universities and Community Colleges

The dual-year appropriation act was the first to reflect the improvements to the
capital outlay process enacted in P.A. 8 of 1999. Under the new streamlined
system, initial planning for capital outlay projects must now be completed by
professional architects/engineers, with funding from a college or university’s
own sources, prior to funding authorization for construction costs.

This act provides authorization for planning of 13 different projects at Michigan
colleges and universities in fiscal year 2000. Seven of these projects are on
community college campuses: Glen Oaks, Gogebic, Grand Rapids, Henry Ford,
Macomb, Schoolcraft, and Washtenaw. Planning was also authorized for projects
at five Michigan universities, including Grand Valley State University, Saginaw
Valley State University, Oakland University, Western Michigan University, and
the University of Michigan - Dearborn. This act also approves planning
authorization for the Southwest Regional Education Center to be jointly operated
by Western Michigan University and Lake Michigan College. This unique higher
education initiative will help support students’ matriculation from two-year to
four-year higher education programs.

Construction for these projects will be authorized after approval of professional
plans and each institution’s five-year capital outlay plan by the Department of
Management and Budget and the Joint Capital Outlay Subcommittee. Five-year
capital outlay plans are a new component of the capital outlay process designed
to help state agencies, community colleges, and universities identify and plan for
future capital needs.

Construction authorization was granted for two higher education projects which
had successfully completed the new planning process; $15 million was approved
for the School of Natural Resources and Environment/Dana Building at the
University of Michigan-Ann Arbor, and $33.4 million was approved for a new
Regional Technology Center at Mott Community College.

Leadership for the 21st Century



Over two years, $224.4 million was Capital Outlay in the 1990s

allocated for debt service payments
on previously approved projects at

. . . $2,500
higher education institutions. This
figure accounts for 42.4 percent of the $2.000
total amount appropriated for debt "
service on all previous capital outlay ~ § $1,500 7
projects and illustrates Michigan’s g $1.000
commitment to its higher educational ’
system. $500 -
With the addition of the 13 new $0
projects included in P.A. 265 of 1999, Higher Education State Agencies

a total of 52 different capital outlay
projects are now underway at

| Universities &0 Community CoIIeges|

Michigan colleges and universities. Current activities include 25 projects at
community colleges and 27 at Michigan universities. In the 1990’s, over $2 billion

in capital improvements have been initiated at Michigan colleges and universities.

These appropriations have maintained the State’s significant higher education
infrastructure and provided the improvements necessary to ensure the
competitiveness of Michigan’s educational system.

State Agency Projects

The fiscal year 2001 capital outlay budget includes $25 million, $18 million
general fund, for state agency special maintenance projects. This will fund critical
maintenance needs at various state facilities for the departments of Agriculture,
Community Health, Corrections, Family Independence Agency, Management and
Budget, and State Police.

P.A. 265 of 1999 also provides construction authorization for three state agency
projects. Use of fiscal year 1999 general fund balances is authorized to fund $18.6
million of construction cost increases for the Department of State Police public
safety communications system and $95.1 million is authorized for construction of
a new Department of Community Health forensic center in Ypsilanti. In addition,
$45 million in state building authority funding is approved for final design and
renovation of the state secondary complex warehouse in Lansing for the creation
of new state office space.

This act provides funding from various state restricted sources for the
departments of Military Affairs, Natural Resources, and Transportation.
Appropriations in this act will support maintenance and repair projects at more
than 50 Michigan National Guard Armory and training sites; 96 state park and
recreation areas; more than 700 boating access sites statewide; and more than 340
facilities operated by the Department of Transportation, including maintenance
equipment garages, rest areas, and regional transportation service centers.

Fiscal Year 2001 Executive Budget

Over $2
billion
spent on
higher
education
building
projects
in the
1990’s
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P.A. 265 of 1999 also contains $244.5 million for statewide aeronautics projects.
These funds ($114.8 million in fiscal year 2000 and $129.7 million in fiscal year
2001) will support numerous airport improvement activities crucial to the state’s
economic infrastructure, including the on-going expansion of the Midfield
Terminal at the Detroit Metropolitan Airport.

CAPITAL OUTLAY
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Department of Attorney General

(Amounts In Thousands)

Funding History

FY90 FY99 FY00 FYO01

GF/GP $23,713.0 $33,187.2 $32,078.8 $35,168.1
All Funds $32,471.3 $55,514.6 $55,132.3 $60,686.7
% Change - GF/GP -3.3% 9.6%
% Change - All Funds -0.7% 10.1%

KEY ISSUES GF/GP All Funds
Critical Technology Needs Full-Year Costs $921.4 $921.4
Child Abuse and Neglect Caseload (Wayne County) $0.0 $767.2
Investigation and Prosecution of Financial Crimes $265.5 $531.1
Environmental Cost Recovery Caseload $0.0 $254.2
Investigation of Health Care Providers $0.0 $175.3
Economic Adjustments $1.902.4 $2,905.2
Subtotal $3,089.3 $5,554.4
FY 2001 Executive Recommendation $35,168.1 $60,686.7

Fiscal Year 2001 Executive Budget
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Department of Attorney General

s the State of Michigan’s chief law enforcement officer, the Attorney

General upholds and preserves the state’s legal interests. To accomplish
this, the Attorney General provides legal advice and representation to state
officials and agencies and, when warranted, initiates legal action on behalf of the
citizens of Michigan.

The Governor’s fiscal year 2001 budget recommendation for the Attorney General
is $60.1 million total, of which $34.6 million is general fund, representing a 9.1
percent increase over fiscal year 2000.

Protection of Assets - Defense of Client Agencies

The Attorney General protects the assets of the people of the State of Michigan by
defending lawsuits filed against state departments, boards, commissions,
agencies, and their officials. In addition to defending state agencies, the Attorney
General also represents legislators and judges who may be sued while acting in
their official capacity.

Generation of Revenue

The Attorney General pursues civil cases on behalf of the state when the interest
of the public is at stake. One example of this is the 1998 negotiated settlement of
the multi-state tobacco litigation. Over the next 25 years, Michigan’s share of the
lawsuit is expected to total over $8.5 billion. In addition, attorney fees related to
the tobacco settlement reimbursed the state’s general fund by over $2 million. In
order to ensure that the tobacco companies comply with the provisions of the
settlement, enforcement of the settlement will continue to be a priority of the
department.

Further, the Attorney General collects more than $20 million annually from legal
actions against individuals and organizations who have harmed the interests of
the public. The fiscal year 2001 recommendation adds $254,200 to the Attorney
General budget to increase legal actions against polluters on the behalf of the
State of Michigan.
Attorney General Child Welfare Caseload
Cases Pending at Year-End Protection of Citizens
The Attorney General also serves as legal

counsel for client agencies and initiates

./..— lawsuits to protect the public interest of
\ Michigan citizens. The budget

recommendation includes an additional

$767,200 for the Attorney General Child

Abuse Unit in Wayne County to ensure the
safety of children who have been abused or

neglected by their parents or guardians. The

T T T T
FY 1998 FY 1999 FY 2000 FY 2001 FY 2002

ATTORNEY GENERAL
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budget recommendation also includes an increase of $265,600 in federal Byrne
grant funds and $265,500 in general fund support to investigate and prosecute
sophisticated financial crimes, such as money laundering.

Increasing the Efficiency of Legal Operations Through Technology

To enhance the efficiency of the Attorney General’s legal staff, the department is
in the process of upgrading all systems department-wide including the
refinement of a computerized legal research system. Over $900,000 is included
in the fiscal year 2001 budget recommendation to support improved technology.

Program Outcomes FY1998 FY1999 | FY2000| FY2001

Maintain or reduce court
judgments or settlements paid as
a percentage of total settlements
sought by plaintiffs

_ Corrections 0.2% 0.9% <1.0% <1.0%
_ Community Health 12% 3% <10% <10%
_ Tort Defense 35% 24% <35% <35%

Maintain or increase percentage
of child welfare recommendations
upheld by court:

_ Wayne County Family Court 99.9% 97.5% >95% >95%
_ Michigan Court of Appeals 99.3% 98.6% >90% >90%
_ Michigan Supreme Court 100% 100% >67% >67%
Maintain or increase the amount

of revenue collected as a result of $22.1 $22.6 $23 $23.5
lawsuits filed on behalf of the state Million Million Million Million

ATTORNEY GENERAL
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Department of Civil Rights

(Amounts In Thousands)

Funding History

FY90 FY99 FY00 FY01

GF/GP $12,110.9 $12,504.8| $12,989.3] $14,338.5
All Funds $13,402.9 $14,104.8| $14,623.3] $15,272.5
% Change - GF/GP 3.9% 10.4%
% Change - All Funds 3.7% 4.4%

KEY ISSUES GF/GP All Funds
Replace Federal EEOC Funds $700.0 $0.0
Economic Adjustments 649.2 649.2
Subtotal $1,349.2 $649.2
FY 2001 Executive Recommendation $14,338.5| $15,272.5
CIVIL RIGHTS
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Department of Civil Rights

he fiscal year 2001 budget recommendation for the Department of Civil

Rights supports the efforts of the department to protect the civil rights of
Michigan citizens. Funding for the fiscal year 2001 is recommended at $15.3
million total, of which $14.3 million is general fund. The 2001 budget reflects a
general fund increase of $700,000 to accommodate an equal loss in Federal Equal
Employment Opportunity Commission funding. The Governor also
recommends a fiscal year 2000 supplemental appropriation of $750,000 for the
same purpose.

The Department of Civil Rights is committed to both prevention and resolution
of discrimination complaints. During the past five years, the department has
concentrated on improving its delivery of quality customer service. Specific
initiatives include educational programs that promote voluntary compliance
with civil rights laws and efforts to expedite complaint investigations.

New approaches to problem resolution have reduced the time needed to review
and resolve complaints. As a result, back-logged cases have been reduced over
the past two years from 4,300 to 100 and are expected to reach zero in fiscal year
2001. The department has implemented new standards for complaint
investigations. All concerns are now addressed in a reasonable time frame: 14
days for an early resolution attempt and 84 days for full investigations.

Average Time To Resolve Investigations

18
478 days

16

14

371 days

12 A

265 days

FY 1997 FY 1998 FY 1999 FY 2000
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Program Outcomes

FY1998

FY1999

FY2000

FY2001

Eliminate the number of backlogged
cases

2,500

1,000

100

Prevent discrimination by increasing
the number of education and
outreach conferences, workshops
and seminars for businesses and
communities

152

417

450

480

Increase the number of civil rights
complaints that are resolved
informally

N/A

2,200

2,200

2,400

quicker rate

Resolve civil rights investigations at a

478 days

265 days

70 days

70 days

Fiscal Year 2001 Executive Budget
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Department of Civil Service

(Amounts In Thousands)

Funding History

FY90 FY99 FY00 FYO1

GF/GP $13,479.0 $19,659.4| $10,797.2 $11,218.9
All Funds $18,686.6 $34,290.3| $28,585.5  $30,405.6
% Change - GF/GP -45.1% 3.9%
% Change - All Funds -16.6% 6.4%

KEY ISSUES GF/GP All Funds
Training for State Employees $0.0 $1,000.0
Economic Adjustments $421.7 $820.1
Subtotal $421.7 $1,820.1
FY 2001 Executive Recommendation $11,218.9) $30,405.6

Fiscal Year 2001 Executive Budget
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Department of Civil Service

he Department of Civil Service maintains and operates the state’s personnel

resource system. The department also provides customized services to each
state agency to help develop and maintain the work force necessary to perform
the diverse responsibilities of state government. Its services include, but are not
limited to, administering examinations to qualify candidates for government jobs,
classifying positions, and training state employees in a variety of areas.

The hiring process has been simplified as the department continues to move
forward with electronic submission and evaluation of applications. The Human
Resources Management Network (HRMN), established to provide an integrated
system for delivering payroll, personnel, and employee benefits, is scheduled for
implementation in late 2000. The implementation will result in streamlined
business processes, better information for customers, reduced costs, improved
services, and the flexibility to manage Michigan’s work force in the present and
the future.

Fiscal Year 2001 Recommendation

The fiscal year 2001 budget recommendation for the Department of Civil Service
increases funding for critical personnel services. Overall funding for fiscal year
2001 is recommended at $30.4 million gross, of which $11.2 million is general
fund. In addition, the budget includes an increase of $1 million in restricted
revenue for state employee training programs. Training requests have almost
doubled as state agencies continue to focus on employee development.

Number Attending
Civil Service Training

14,000
12,000
10,000

8,000

6,000 -
4,000 -
20 _; I I I
0 - T T T T T

FY 94 FY95 FY 96 Fy 97 FY 98 FY99

Fiscal Year 2000 Supplemental

A fiscal year 2000 supplemental of $1.2 million general fund is recommended for
the Department of Civil Service. This provides funding to complete the planned
installation of the human resource system.
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Program Outcomes FY1998 | FY1999 | FY2000 FY2001
Increase the percent of qualified
workforce appointments made within
one month:

« 30 days or less 13% 79% 85% 90%

. 31to 60 days 55% 11% 8% 5%

e 61 or more days 30% 10% 7% 5%
Increase hiring managers’ satisfaction
with the quality of candidates 75% 85% 90% 95%

Fiscal Year 2001 Executive Budget
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Executive Office

(Amounts In Thousands)

Funding History

FY90 FY99 FY00 FY01

GF/GP $3,943.1 $5,117.3 $5,425.1 $5,679.6
All Funds $3,943.1 $5,117.3 $5,425.1 $5,679.6
% Change - GF/GP 6.0% 4.7%
% Change - All Funds 6.0% 4.7%

KEY ISSUES GF/GP All Funds
Economic Adjustments $254.5 $254.5
Subtotal $254.5 $254.5

FY 2001 Executive Recommendation $5,679.6 $5,679.6

ExecuTive
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Executive Office

he Executive Office is the office of the Governor. The budget provides

funding support for immediate staff who assist the Governor in executing
his constitutional responsibilities as chief executive of the eighth largest state in
the United States. The Executive Budget also includes funding for the Lieutenant
Governor’s office. The Lieutenant Governor performs gubernatorial functions in
the Governor’s absence, presides over the Senate, serves on the State
Administrative Board and represents the Governor at selected local, state and
national meetings. The Office of the Governor is located in the State Capitol in
Lansing.

The fiscal year 2001 Executive Budget recommendation reflects a continuation
budget for the Executive Office, with total funding of $5.7 million.

Serving the Citizens of the State

The Governor’s Constituent Services Office receives between 500 and 1,000
citizen inquiries or requests each day. The methods used for contacting the
Governor vary. Annually about 75,000 people make contact through telephone
or send electronic mail, whereas approximately 135,000 citizens contact the
Governor through written correspondence. The Constituent Services Office
strives to respond to all constituent inquiries in a timely manner.

Improving Services and Accessibility

The Governor recognizes the vital role that citizens play in the decision-making
process of state government. Easy access to decision makers is a key component
to a well-informed public. For that reason, the Executive Office has worked to
make state government more accessible. A state Web site, “Michigan State
Government” (http://www.migov.state.mi.us) has been established with
information on all the branches of state government: executive, legislative and
judicial, including the status of pending legislation, House and Senate journals
and calendars, and links to the Governor’s office, the Lieutenant Governor’s
office, each legislator and other state agencies.

Technology is rapidly transforming the way in which citizens access
information. Consequently, every state agency has an internet presence
that serves as a clearinghouse of public information relating to its core
mission. Through this venue, a number of agencies provide citizens and
businesses on-line access to departmental staff and services, particularly in
licensing and regulatory areas.

The Office of Regulatory Reform created an Internet Web page to provide
citizens with 24-hour access to information on the administrative rules process.
In addition, Michigan was the first state in the nation to make its entire
Administrative Code available to the public on one Web site
(http//www.migov.state.mi.us/rules/orr).
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Legislature

(Amounts In Thousands)

Funding History

FY90 FY99 FYO00 FYO01

GF/GP $85,915.9 $104,545.0, $114,234.2| $117,913.6
All Funds $88,187.6 $107,807.7| $117,496.9 $121,231.6
% Change - GF/GP 9.3% 3.2%
% Change - All Funds 9.0% 3.2%

KEY ISSUES GF/GP All Funds
Legislative Office Buildings Operational Costs $279.6 $279.6
House Automated Processing Increase $69.3 $69.3
Training Increase for Legislative Auditor General $19.7 $19.7
Economic Adjustments $3.310.8 $3,366.1
Subtotal $3,679.4 $3,734.7
FY 2001 Executive Recommendation $117,913.6, $121,231.6

LEGISLATURE
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Legislature

he Michigan Constitution vests the state’s lawmaking power in a two-house
Legislature consisting of a 38-member Senate and a 110-member House of
Representatives. Senators are elected for four-year terms and Representatives
are elected for two-year

Fiscal Year 2001 Spending by Category terms. In 1992, Michigan

Legislative Auditor

House Fiscal Agency

3%

Senate Fiscal Agency

3%

House of
Representatives
34%

The
budget for
the
Legislature
funds
elected
officials
and their
staff

LEGISLATURE
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voters supported a ballot
Legislative Council proposal to limit the
1% number of terms legislators
Legislative Retirement Can hold political office.
4% Representatives are now
limited to three two-year
Property Mgt.  terms and Senators are
8% limited to two four-year
terms. The Legislature is a
sovereign and independent
branch of state government
with the authority to enact
laws by which the actions
Senate of the government and the
25% people are regulated and
protected.

General
12%

The fiscal year 2001 recommended budget for the state Legislature is $121.2
million, of which $117.9 million is general fund.

The Legislative budget includes funding to support members of the Michigan
Senate, Michigan House of Representatives and House and Senate support staff.
Funding is also provided for the Senate Fiscal Agency, House Fiscal Agency,
Legislative Council, Legislative Service Bureau, House and Senate Clerks,
Legislative Auditor General, and the Legislative Corrections Ombudsman
Office.

Providing a Window to State Government

Citizens can play an important role in the decision-making process of state
government. Easy access to decision makers is a key component to a well-
informed public. For that reason, a Web site has been developed (http://
michiganlegislature.org) with valuable information on legislative activities
including information on pending legislation, House and Senate Journals and
calendars and bill status. There are also links to each legislator, the Governor’s
office and other state agencies.

Michigan Government Television (MGTV) provides access to state government
with CNN-style programming. To ensure balance, the programming is equally
divided between Executive, Legislative and Judicial branches and is available on
most cable stations across the state.

Leadership for the 21st Century



Legislative Auditor General

The recommended fiscal year 2001 budget for the Legislative Auditor General
totals $14.9 million. The Auditor General performs fiscal and program audits for
state departments and agencies, as well as audit reviews for local school
districts, community colleges and universities, the Judiciary, and the

Legislature. These audit reports help assure Michigan citizens that state
revenues and expenditures are in accordance with the State Constitution, laws,
rules and procedures, and that state programs are effective and efficient. The
Auditor General reports can be accessed through the Auditor General Web site
(http://www.state.mi.us/audgen).

Fiscal Year 2001 Executive Budget

LEGISLATURE
J-17



Library of Michigan

(Amounts In Thousands)

Funding History

FY90 FY99 FY00 FYO1

GF/GP $26,497.9 $32,977.4 $34,258.1 $34,714.9
All Funds $30,430.7 $37,249.1 $38,977.4 $39,434.2
% Change - GF/GP 3.9% 1.3%
% Change - All Funds 4.6% 1.2%

KEY ISSUES GF/GP All Funds
Subregional State Aid Increase $50.0 $50.0
Renaissance Zone Reimbursement Adjustment $72.2 $72.2
Library Services Increase $40.4 $40.4
Economic Adjustments $294 2 $294 2
Subtotal $456.8 $456.8
FY 2001 Executive Recommendation $34,714.9 $39,434.2

LIBRARY
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Library of Michigan

he Library of Michigan, located in downtown Lansing, is the fourth largest
state library in the nation, maintaining a collection of more than three million

books, including an even greater number of state and federal government
publications. In addition to serving all the citizens of Michigan, the Library

serves as the primary reference source for the Legislature and state agencies. It

responds to more than 90,000 queries and requests each year and circulates
nearly 600,000 items annually.

Funding for fiscal year 2001 is recommended at $39.4 million total, $34.7 million

is general fund. The budget continues full funding of state aid to Michigan

libraries. It also reflects increases of $50,000 for subregional state aid for library
services provided to Michigan citizens who are blind or physically handicapped,
$21,900 for technology-related costs and $18,500 for the distribution of reading

materials to the underprivileged in all 83 Michigan counties.

Services Available to the Public

The Michigan Electronic Library (http://mel.lib.mi.us) is an online
information system that provides Michigan residents with free access to
more than 26,000 Web sites. The “virtual library” is selected and
evaluated by librarians and is designed to be a comprehensive electronic
information tool.

Access Michigan (http://www.accessmichigan.lib.mi.us), an online
statewide database access project, provides Michigan residents with free
access to a compilation of more than 70 commercial databases, more than
2,000 full text magazines and newspaper articles and 3,000 other
magazines and journal titles with citations and abstracts. The project is
available though local area libraries and is funded by state and federal
dollars.

The State Law Library, located in the G. Mennen Williams Building,
provides legal research services for state and legislative employees. The
State Law Library is also open to the public.

The Library for the Blind and Physically Handicapped at the Library of
Michigan provides library materials to citizens who cannot read or are
unable to hold a book. The state’s only Braille library is available to the
public and the collection of titles can also be accessed by the Internet.

The Library of Michigan has one of the top 10 genealogy collections in the

United States. More than 100,000 annual users frequent the family history
records to research their ancestry.

Leadership for the 21st Century



. The Library of Michigan also reviews and approves the technology plans of
Michigan’s libraries for the Universal Service Fund (USF). This effort
assisted Michigan libraries and schools in receiving $65.7 million in USF
discounts during fiscal year 1999.

Assisting Local Libraries Fiscal Year 2001 Spending by Category
Over $26 million (two-thirds) of the o

fiscal year 2001 Library budget is M;hc:ﬁ';t';':gzlry Tech:l;?logy

allocated to support local library Center °

services. The Library of Michigan 7%

distributes more than $21.2 million in

state aid to Michigan public and

cooperative libraries. Additional Administration
funding from the Library Services and 23%
Technology Act (LSTA) federal grant

program brings in more than $4.5

million in federal funds to Michigan.

All types of libraries are eligible to

submit sub-grant applications to

support library services and technology

based projects.

Local Libraries
67%

67% of the
Federally funded projects include Access Michigan, new technology for libraries, Library of
and improved services for children and individuals having difficulty using a L ,
library. Library of Michigan staff also provide a series of workshops to train Michigan’s
librarians and library trustees in areas such as grant writing, legal issues, financial budget
management and technology-related issues.

Suppor s
To provide residents with access to the internet, Library of Michigan has created local
200 Internet centers in small libraries across the state. To maximize their use, libraries
support is provided for 15 internet training centers, where librarians, teachers and
the general public can learn more about this new technology.
LIBRARY
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Department of Management and Budget

(Amounts In Thousands)

Funding History*

FY90 FY99 FY00 FY01

GF/GP $32,160.9 $58,335.5| $45,495.3| $46,960.8
All Funds $109,600.8 $150,070.5 $140,921.7| $163,529.8
% Change - GF/GP -22.0% 3.2%
% Change - All Funds -6.1% 16.0%

KEY ISSUES GF/GP All Funds
Property Services Adjustment $135.7| $18,963.7
Judges Retirement System Costs $0.0 $510.0
Health Insurance Reserve Fund Net Transfer from Treasury $412.2 $412.2
Electronic Records Management Initiative $116.9 $116.9
Economic Adjustments $800.7 $2.605.3
Subtotal $1,465.5| $22,608.1

*Adjusted to reflect program transfers

FY 2001 Executive Recommendation $46,960.8 $163,529.8

MANAGEMENT AND BUDGET
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Department of Management and Budget

he Department of Management and Budget was established in 1948 to

provide basic support services required for the operation of a diverse state
government. These services have evolved to meet the changing needs of state
agencies, with increasing emphasis on the use of technology to improve state

services.

Fiscal Year 2001 Spending by Category

Statewide Administrative
Services
12%

Retirement Services
16%

Technology Services
3%

Michigan Administrative
Information Network

15% Revolving Fund
0

Services
1%

Property Mgt. Services
43%

The Department of Management and
Budget supports the business
operations of state agencies through a
variety of services. These services
include building management and
maintenance, centralized contracting
and purchasing programs, space
planning and leasing, voice and data
communication, centralized
information processing, construction
management - including planning and
design, management of the state motor
vehicle fleet and management of the
state’s retirement systems.

The total recommended budget is
$163.5 million, of which $46.9 million is
general fund.

DMB Within the organizational structure of the department, there are three separate
rovides autonomous agencies with unique missions: Office of the State Budget, the Office
P of the State Employer and the Office of Children’s Ombudsman.

statewide Office of the State Budget

SU,D,DOI’I' The State Budget Director serves as the Governor’s primary advisor on fiscal
matters. The Office of the State Budget is responsible for coordinating all

services Executive Budget activities including development of the Executive Budget
recommendation, presentation of the budget to the Legislature and
implementation of the budget after enactment. The State Budget Director also
oversees the state’s accounting and payroll functions, the state’s financial
management system, geographic information systems development, data
mapping and demographic data functions.

Office of the State Employer

The Office of the State Employer (OSE) was created by Executive Order 1988-6.
OSE oversees all collective bargaining negotiations and formulates, executes, and
administers labor relations policies for state classified employees. OSE also
administers the employee and retiree group insurance plans, health screening for

MANAGEMENT AND BUDGET
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employees and pension recipients, the Disability Management Program,
the Health Awareness Program, the Employee Services Program, the
Quality Recognition Program and the Office of Performance Excellence.

Office of Children’s Ombudsman

The Office of Children’s Ombudsman was created by Public Act 204 of 1994 as an
autonomous entity. The Ombudsman is appointed by and serves at the pleasure
of the Governor. The Office of Children’s Ombudsman monitors compliance with
relevant statutes, rules, and policies pertaining to children’s protective services
and the placement, supervision, and treatment of children in foster care and
adoptive homes.

Service Improvements

By appropriate use of technology, the department has saved taxpayer money,
improved customer service, and created opportunities for additional service
enhancements. Recent highlights and improvements include:

. The Michigan Information Center has successfully developed a standard
geographic information system (GIS) base map for state government and
several local units of government. The base map allows cross agency
analysis to be conducted in a timely, cost-efficient manner and supports the
Qualified Voter File. In cooperation with the Governor’s Office, House and
Senate Republican and Democratic caucuses, and the Secretary of State, the
Michigan Information Center is also developing a common database for
2001 congressional and legislative redistricting.

. The Office of Purchasing was nominated by the Michigan Minority
Business Development Council for the ‘Corporation of the Year Award
1999°. The office has several programs directed at educating minority,
women, small, and handicapped owned businesses on how to conduct
business with the State of Michigan.

. An additional $116,900 is recommended in fiscal year 2001 to upgrade the
existing Automated Records Management System in the State’s Record
Center. This funding will be used to improve the technology for managing
the Record Center and will provide for the development of educational
training programs to improve State agency awareness and understanding
of electronic records management. In addition, the department will
establish information technology standards on the creation, retention, and
disposal of reports and forms in order to reduce duplication of effort
among state agencies.

. The department’s Year 2000 Project Office, under the direction of the
state’s Chief Information Officer, successfully led the remediation efforts
of the state’s computer systems, software, and equipment. As a result of
coordinated planning, hard work and dedication from all state agencies,
the State of Michigan did not experience any major Y2K-related
disruptions.

MANAGEMENT AND BUDGET
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. To help improve functionality among state agencies and create a user
friendly environment for its customers, the department recently
developed an overall space plan designed to met the current needs of
state agencies. Full implementation of the space plan will consolidate
leased space, provide better cost control, and improve operational
efficiencies through co-location of state services. The department will
directly manage more of the office space and leases in the tri-county
Lansing area. The DMB Property Services budget is increased by over
$18 million to reflect a significant shift in how departments pay for space.
Agencies will no longer pay for individual leases through line items in
agency budgets. Instead, agencies will reimburse DMB for rent charges.

Fiscal Year 2000 Supplemental

Fiscal year 2000 supplemental funding of $23.2 million is recommended for the
implementation of e-Michigan, which will provide state services to citizens via a
common Internet entryway into state government. Potential applications
include electronic access to state government data, reports and information,
campsite reservations, vehicle license tab renewal, tax return preparation and
filing, and professional and occupational license application and renewal. This
initiative will provide citizens with a “one-stop shopping ” format for many
government services. Citizens will not need to visit multiple state agencies to
purchase a fishing license, register their vehicles or obtain information on
immunization schedules. The e-Michigan initiative will offer quicker and easier
access to governmental services and information.

MANAGEMENT AND BUDGET
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Program Outcomes

FY1998

FY1999

FY2000

FY2001

In order to improve state
government fiscal integrity, complete
fiscal year with a positive balance in
accord with Generally Accepted
Accounting Principles.

Accomplished

Accomplished

Will
Accomplish

Will
Accomplish

In order to improve customer
service, increase the percent of
vendor/payee registrations
processed within 3 days of receipt.

94%

95%

96%

97%

In order to maximize statewide
productivity, ensure central data
center systems and networks are
available 99% of the time.

99%

99%

99%

99%

In order to improve the utility of the
state’s financial reports, issue the
Comprehensive Annual Financial
Report earlier, while maintaining
audit standards.

2/27/99

2/15/00

2/11/01

2/9/02

In order to support business
operations, ensure that the state
buildings are open and operational
99% of the time.

99%

99%

99%

99%

In order to support business
operations, complete customer
service work requests for building
maintenance within 72 hours.

N/A

N/A

80%

95%

In order to improve customer service
to retirees, increase the percentage
of retirees issued first retirement
check within 60 days.

N/A

88%

90%

90%

Fiscal Year 2001 Executive Budget

MANAGEMENT AND BUDGET

J-27



Department of State

(Amounts In Thousands)

Funding Hist
FY90 FY99 FY00 FYO01

GF/GP $15,954.1 $67,974.4)  $60,089.0/ $64,506.4
All Funds $117,337.2 $175,650.3 $181,515.3] $187,725.2
% Change - GF/GP -11.6% 7.4%

% Change - All Funds 3.3% 3.4%

KEY ISSUES GF/GP All Funds
Specialty License Plate Program Expansion $0.0 $2,000.0
Elections Electronic Disclosure System $750.0 $750.0
Social Security Number Collection Administrative Costs $606.7 $126.2
Information Technology Rearchitecture $500.0 $2,000.0
Michigan Historical Commission $500.0 $500.0
Increased Operating Costs $488.8 $982.2
Qualified Voter File Help Desk $208.4 $208.4
Commemorative License Plates-MTF Funding Lapse $0.0 ($6,500.0)
Motor Vehicle Accident Claims Fund Switch ($1,200.0) $0.0
Economic Adjustments $2,563.5 $6.143.1
Subtotal $4,417.4 $6,209.9

FY 2001 Executive Recommendation $64,506.4| $187,725.2
STATE
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Department of State

he fiscal year 2001 Executive Budget recommendation for the Department of

State provides funding for the continuation of the department’s customer
service initiatives. Departmental services include licensing of drivers and the
registration and titling of vehicles, the regulation of automobile dealers and
repair facilities, the registration of voters and administration of the state’s
elections, and the preservation of Michigan’s history. While basic services have
remained the same, technological advancements have enabled the department to
deliver these services in a more efficient and effective manner. Improvements
implemented over the past few years have prepared the department for the
challenges of the 21st century. Funding for fiscal year 2001 is recommended at
$187.7 million, of which $64.5 million is general fund.

Current Year Accomplishments

SMART LINK- Effective planning has allowed the department to upgrade their
computer systems and implement imaging technology. Most recently the
department has unveiled the latest customer service initiative: SMART LINK
(State of Michigan Automated Response Terminal Licensing and Information
Network Kiosk). Similar to an ATM machine, SMART LINK uses a touch-screen
to allow customers to navigate through the easy-to-use menus to access

Organ information and conduct business with the department. Introduced at the 2000
North American International Auto Show in Detroit, this program will be piloted
donor in metropolitan Detroit-area retail locations.
I eglstr ation organ Donors The Department of State’s Organ and Tissue Donor Registration
enrollment card program has added 150,000 names to the Gift of Life Registry
Can save  since the program began in August 1998. Before the program began there were
lives fewer than 17,000 names on the GifF of L@fe Registry_/. The agency’_s next milestone
is to enroll 500,000 names. The registry is a statewide, computerized database of
people who have indicated
their wish to be a donor.
Every new driver license
Organ Donor Enroliments and identification card that
180,000 168,476 is mailed by the department
160,000 - comes with a pre-printed
140,000 133,197 enrollment card that, once
120000 - completed, is forwarded to
' the Gift of Life Agency. The
100,000 7 87,374 Governor’s budget
80,000 - continues funding for this
60,000 55,263 program that provides
critical support to the 2,300
40,000 1 22785 people waiting for an organ
20,000 { _16.387 transplant in Michigan.
0 -

Jul-98 Dec-98 Mar-99 Jun-99 Sep-99 Dec-99

STATE
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Repeat Offenders The Repeat Offender Program, designed to remove drunk
drivers and drivers with suspended licenses from Michigan roads, began in
October 1999. In three months, the Department of State has confiscated over 5,000
license plates. Although Michigan has nearly 7 million licensed drivers, only 1 to
2 percent have a driving history that could make them subject to these new laws.

Repeat offenders
are drivers with Repeat Offender Cumulative License Plate

two or more Confiscations
5,500

alcohol-related s 000 - 5,057
convictions within 4:500 |
seven years, three

or more convictions

4,000 A
3,500 1

for driving while 3.000
suspended or 2,500 -
revoked in seven 2.000 -
years, or drivers 1,500 A
with three or more 1,000 -
alcohol-related 500 -
convictions within 0
ten years- 10/17/1999 11/8/1999 11/22/1999 12/6/1999 12/20/1999 12/27/1999 1/13/2000

Fiscal Year 2001 Recommendation

The fiscal year 2001 budget includes $2.0 million for Specialty License Plates to Repeat
allow citizens the opportunity to purchase a license plate with a logo from their

favorite public university or other charitable cause. It is anticipated that offender
university plates will be available for the state’s 15 public universities and that

charitable plates will be available for citizens to make donations to such causes as laws are
the environment, lighthouse preservation, wildlife habitat and child abuse Working
prevention. The budget also includes a reduction of $6.5 million in the

Commemorative License Plate line item, reducing the transfer from the Michigan
Transportation Fund.

The recommendation also includes $750,000 for an Elections Electronic Disclosure
System to allow for more timely availability of information. The system will
allow candidates to electronically file their campaign finance reports. Electronic
filing is considered a necessary tool for full, accurate and timely disclosure under
campaign finance reform.

In the Bureau of Elections, the fiscal year 2001 recommendation includes $208,400
in full-year funding to assist local voter jurisdictions in administering the
qualified voter file and election law. Jurisdictions using the qualified voter file
have required assistance with the application and operation of the changing
technology related to election legislation. These resources will be used to fund
the ongoing operation of a qualified voter file help desk.

Because of the age of the current computer systems, the department has been
unable to take advantage of the newer technologies to enhance their data

STATE
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management operations. The fiscal year 2001 recommendation includes $2.0
million, $500,000 general fund, to address system improvements that will assure
department-wide uniformity and utility.

In the Historical Program, the fiscal year 2001 recommendation includes $500,000
to launch an initiative to promote the Michigan Historical Museum system.
Similar to the “Great STATE, Great PARKS, Great HISTORY” initiative unveiled
in 1999 in the Department of Natural Resources, this program will distribute
educational materials that support the Michigan curriculum framework and
bolster the overall effort to increase appreciation of our state’s history.

Fiscal Year 2000 Supplemental

The Department of State continues the replacement of the old computer system
in the branch offices with a mainstream industry standard system; the fiscal year
2000 supplemental recommendation of $395,200 will allow completion of this
conversion. To ensure uninterrupted service to the citizens of Michigan and to
assist in processing between 60,000 and 70,000 daily transactions, department
staff will now have access to e-mail, scheduling, and agency intranet capabilities.

The fiscal year 2000 supplemental recommendation also includes $300,000 in the

historical program to prepare Michigan artifact collections for better public
access and to plan for a move to a new storage facility.

Leadership for the 21st Century



Program Outcomes FY1998 | FY1999 [|FY2000 [FY2001
Increase customer use of technology for
conducting business with Secretary of
State (annual increase over prior year)
Touch tone telephone registration Implement +5% +5% +5%
Mobile office Implement +5% +5% +5%
Internet registrations Implement + 3% +10% +10%
Kiosk-based system N/A N/A Pilot Implement
Increase customer access to Michigan
history resources (annual increase over
prior year)
Museum visitors +5% +5% +5% +5%
Web site “hits” + 7% + 10% + 9% + 8%
Maintain a centralized, electronic file of | Complete Pilot use Usein Monitor
registered voters roll-out in 1999 2000 program
phases elections elections
Reduce number of repeat offenders on
Michigan roads through license plate Begin
confiscations N/A implementation ] 17,000 25,000
Increase the number of organ donors on
the Gift of Life Registry 16,387 133,197 250,000 375,000

Fiscal Year 2001 Executive Budget
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Department of Treasury

(Amounts In Thousands)

= FY90 FY99 FY00 FYO1

GF/GP $101,606.4 $167,450.5 $164,647.0 $161,105.7
All Funds $1,329,189.7 $1,788,395.5/ $1,877,371.9| $2,013,479.8
% Change - GF/GP 1.7% -2.2%
% Change - All Funds 5.0% 7.2%

KEY ISSUES GF/GP All Funds
Revenue Sharing Payments $0.0 $96,611.9
Lt. Governor's Commission on Financing Postsecondary Education $0.0 $16,700.0
Delinquent Property Tax Administration Funding Change $2,381.3 $0.0
Sales/Use Tax Multi-State Cooperative Initiative $1,800.0 $1,800.0
Cigarette Stamp Tax Base Adjustment $1,100.0 $1,100.0
Emergency Telephone District Implementation $0.0 $16,000.0
Casino Gaming Operations Full-Year Costs $0.0 $5,623.5
Convention Facility Grant Adjustment $0.0 $4,000.0
Unclaimed Property Program Technical Adjustment $0.0 $3,000.0
MEAP Test Administration and Funding Shift ($1,6284) $1,800.0
Transfer Administration of Tuition Incentive Program (TIP) from FIA $0.0 $363.4
Special Census Revenue Sharing Requirements ($6,500.0) ($6,500.0]
Debt Service Reductions ($2,547.0) ($2,547.0)
Unavailable Federal Student Financial Aid Revenues $0.0 ($6,000.0)
Other Adjustments ($589.2) ($2,331.3)
Economic Adjustments $2.442.0 $6.487.4
Subtotal ($3,541.3) $136,107.9
FY 2001 Executive Recommendation $161,105.7  $2,013,479.8
TREASURY
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Electronic
tax
return
filing on
the rise
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Department of Treasury

he Governor’s fiscal year 2001 budget recommendation of $1.9 billion
provides the department the ability to meet its major responsibilities of
collecting state taxes; investing, controlling and dispersing state monies;
protecting the state’s credit rating and managing one of the nation’s largest
pension funds. In addition, the department administers the revenue sharing and
student financial aid

00% programs.
80% @ “\‘ Filing taxes in
70% \ Michigan and receiving

60% a tax refund is quicker

50% >€ and easier, primarily
because of the

40% department’s efforts to

30% ﬁ/i/i/ automate tax filing. In

20% addition, taxpayers

have more flexibility

than ever before

0% ! ! ! including electronic
1998 1999 2000 2001 filing (e-file), direct

—e—Paper deposit, automated

telephone help lines,

and downloading tax

10%

——Electronic

forms from the Internet
or receiving forms by fax. Direct deposit means shorter processing time for
income tax returns, greater security for the taxpayer, and the convenience of not
having to make a separate trip to the bank to deposit a check. Electronic filing
includes an on-line error corrections system that reduces the possibility of
taxpayer error and shortens the waiting period for refunds. Taxpayers using e-
file are one-third less likely to have their refunds delayed due to taxpayer error.
Submitting an error-free, electronically-filed return gives taxpayers their refunds
within seven days. Continuing technology changes and process improvements
will enable the department to streamline and enhance its services to the
taxpayers.

Improving Processes

Technology Investment PlanTo better manage a tax system that collects an
estimated $18 billion in revenue and processes $16 billion in tax expenditures,
the fiscal year 2001 recommendation includes $5 million for a Technology
Investment Plan. A multi-year investment in this plan will improve customer
service and increase tax collections. As an initial step, a business process re-
engineering initiative will be completed this spring. At that time, a business
plan will be established and future plan requirements and recommendations
will be identified.
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Use Tax (Remote Sales Tax) Collectionncreasing awareness of the state’s use tax,
commonly referred to as the “remote sales tax,” has been a major initiative for the
department. Beginning with Michigan’s 1999 Income Tax form, an additional line
has been added to make reporting of the remote sales tax easier and more visible.
Michigan retailers are required to charge sales tax, while many remote sellers are
not. Collection of the sales tax and companion remote sales tax are critical to
funding schools, certain local services and maintaining fairness between
Michigan’s retailers and “remote sellers,” such as Internet and out-of-state
businesses. The fiscal year 2001 budget includes $1.8 million for a multi-state
cooperative initiative to develop a voluntary use tax system for remote sellers.

Making College More Affordable

Lt. Governor’s Commission on Financing Postsecondary Educatidine fiscal
year 2001 budget implements proposals made by Lt. Governor Dick Posthumus’
Michigan Commission on Financing Postsecondary Education. The Commission
recommends the creation of a college savings plan to encourage families to save
for their children’s education. The Department of Treasury budget includes
recommended funding of $16.7 million.

Michigan Merit Award The Governor signed legislation in June 1999 creating the
state’s new Michigan Merit Award program for high school graduates. The
program, administered by the department, provides $2,500 awards for post-
secondary education to students who have taken the Michigan Educational
Assessment Program (MEAP) test and met certain standards. Funding for the
awards comes from the state’s $8.5 billion settlement with tobacco companies. The
Governor-appointed Michigan Merit Award Board will distribute Merit Awards to
an estimated 30,000 qualifying college freshman this fall.

To effectively and efficiently administer the Merit Award program, Executive
Order 1999-12 transfers responsibility for the MEAP test from the Department of
Education to the Department of Treasury. The Governor’s fiscal year 2001 budget
reflects that transfer and also recommends a transfer of $363,400 for administration
of the tuition incentive program (TIP) from the Family Independence Agency to
the Department of Treasury. Additional funding of $1.8 million is also
recommended for MEAP administration, including $1 million for MEAP test
development, $500,000 for updating system technology applications, and $300,000
for developing math, science, social studies and English/language arts
benchmarks upon which the MEAP test is based.

Meeting Local Needs

Tax Reversion The complex and antiquated tax reversion process has been
streamlined by P.A. 123, 132 and 133 of 1999, and is substantially improved. Tax
reversion is the process by which delinquent property taxes are collected. Under
the new system, which applies to property taxes levied after December 31, 1998, a
property with delinquent taxes will be processed in three years or less — versus
the old system, in which the process could take up to six years.

TREASURY
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Locals
receive
over 85%
of
Treasury’s
funding

This revised reversion process will help communities reduce urban blight and
decay caused by abandoned properties and will enhance property values. It will
hasten the reuse of the properties and their reintroduction to the tax rolls. A
complementary urban homesteading program is intended to spur the
redevelopment and rejuvenation of urban areas by encouraging home
ownership. The program offers low-income individuals the opportunity to
assume ownership of abandoned or vacant property for one dollar ($1.00).

Revenue Sharing The state revenue sharing program distributes sales tax

collected by the state to local governments according to constitutional and

statutory formulas. The fiscal year 2001 budget includes over $1.5 billion for the
state revenue sharing program, an
increase of $96.6 million or 6.6

Fiscal Year 2001 Recommendation percent over the current fiscal year,

Revenue Sharing
81%

TREASURY
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more than double the projected rate
Student Financial of inflation. The fiscal year 2001
Assistance recommendation provides the

4% R R
Treasury second largest increase in ten years.

3% Cities, villages, and townships that
Lottory & have a 10 percent or more
Gaming population increase as a result of the
Db Services 2000 federal decennial census are not
5% subject to the 8 percent cap enacted
in P.A. 532 of 1988. Of the 1,798
Granslolocals — cities, villages, and townships in

Michigan, it is estimated that over

half (i.e., 929) will have population
growth greater than 10 percent. In addition, the fiscal year 2001 recommended
budget eliminates special revenue census payments which, by law, are not
authorized or necessary immediately after the federal census.

Other Recommendations

The fiscal year 2001 recommendation also includes $16 million in restricted
revenue for commercial mobile radio service (CMRS) emergency telephone fund
payments to expand 911 services, an increase of $5.6 million in restricted revenue
for full year support of casino gaming licensing and control operations, an
increase of $4 million for convention facility development grants and $3 million
restricted revenue for unclaimed property (escheat) program administration.
The recommendation also includes $2.4 million in general fund support for the
administration of the general property tax law in lieu of unavailable state
restricted funds, and $1.1 million general fund for continued support of cigarette
stamping operations.

Additional recommended changes include a reduction of $2.5 million in debt
service to reflect the level of current obligations, and the transfer of $573,600 to
the Department of Management and Budget for retiree health insurance reserve
payments.
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Fiscal Year 2000 Supplemental

P.A. 94 of 1999 requires the department to release to the public the Michigan
Educational Assessment Program (MEAP) test questions and answers used to
gualify for the Merit Award. These questions are now posted on the department’s
Web site (http://treasury.state.mi.us/meap). In order to support continued
development of test questions, the fiscal year 2000 supplemental recommends $1
million to initiate MEAP test development activities.

The recommended supplemental also includes $16.0 million in restricted revenue
to expand 911 emergency services statewide.

Program Outcomes FY1998 | FY1999 | FY2000 FY2001

Error free income tax returns received| June 11 | June 11 | June 11 May 15
by April 15 will be processed by:

Increase percentage of tax returns 21% 23% 29% 56%
filed electronically

Reduce the processing time for <10days|<10days| < 3days < 3days
scholarship and grant funds through
electronic fund transfer.

TREASURY
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Fiscal Year 2001 General Fund/General Purposc

Sources and Uses of Funds

fin millions)

Begrinning Fund Balance, Cotober 1, 2000

BEVENUES:
Esnmated Consensus Eevenues

Toral

Flus Anticipaed & Fnacted Changes:
1999 Incomme Tax Cut

Personal Exernption Index

College Tuition Credit, Low Inflatien
1993 Income Tax Changes

SEBT Rate Cut

SET Apportiomment Clianges

3BT Historic Credit

SET, Franchise Fee Litigalion
Sales Tax, Rolling Stock

Sales Tax, Industrial Proceszing

Use Tax, Industrial Processing

Use Tax, Telecommunications First Use
Increased Pederal Tobacen Tax

Eubtotal
Qiher Adjustements:

Homestead Propecty Tax Fund Shift
Repeal of Tuition Tax Credit

Subtatal

Propozed Taw Cuts:
Acpriculivee Taxation Changes
Brownfield Legislation
Increszed Exemption fir Children 7-12
Imcreased Exemption for Children 13-18
One-Time Acceleration of Income Tax Cut
Combining Special Bxemptions
Exemnption for Dependents with Disabilities
Homestead Property Tax Credit fos Persons with Disahilites
SBT Investment Tax Credit Clean-TIp

Subtatal

Total Adjustments

Total Sources of Funds
EXPENDITURES:

FYZ200] Exeontive Recommendation
Total Uses of Funds

Ending Fund Balance, September 30, 2001

H0L0

£10.350.7
S10.350.7

(328.3)
(25.8)
12,0
5.2)
(229.6)
(23.5)
(1.3)
{0.3)
{0.2)
{0.1)
(5.9)
0.8
2.1}

{B10.7)

270
220
43.0

{7.2)
(Z1.5)
{5.8)
(17.7)
(46.9)
(17,7
{9.8)
{4.5)
(16.7)

(I31,1)

{T12.8)
$9,637.9

506374



Fiscal Year 2001 All Funds
Sources and Uses of Funds

Bepinning Fosnd Balance, Octaber 1, 500
Changs in Special Purposs Beserves and Bon-Bevenoe Soorces

REVENUES;
Frscaed Year 2001 Estimare
“Total
e inpited Changes:
1900 Ineoane Tax Cut
Personad Bxemplion Index
College Tuibon Credit, Low Inflation
1998 Inoome Tax Chitnges
SB I Bars Cur
SRT Apportionment Changs
SAT Historse Credit
Franchise Fee Litigation
Sabes Tux, Balling Stock
Sales Tax, Incdlustrinl Processing
Use: Tax, Indusirad Processing
Usze Tax, Telecommunientions First Use
Increased Federal Tohncso Tax
SET, Exemption for Eligibbe Business
Revized Personal Properly Tax Tables
Caginn Bevenue
Foundisyg Adjustmien
Huhtatal

Homestead Propenty Tax Fupd Ehilt
Feepeal of Tobton Tax Credit

Sablotat

Fropossl Taz Cuts;
Agriculture Tazabon Changes
Brownfichi Legislation
Incrensed Exemplion for Children 7-12
Inereased Bxemption far Children 13-18
One-Time Asccleraton of neome Tax Cut
Cambining Special Exempbions
Erxemption for Dependents with Disshilides
Elomestead Property Tax Credit foe Persons with Disabilitics
SET Invetenent Tax Credst Clean-Up

Subsotal
Tolal Adjustments
MET TOTAL REVEMUES
Tatal Eaurces of Fands
EXPENDITURES:

Tolal FY2001 Executive Becommendstion, all funds
Less: interdepastmentad prants ardd tmnsfers

Total Uszes of Funds
Subtatal

Estimated Fand Balance Resernes
Eading Balance, September 30, 2001

il milliona)

62767

{328.3)
(35.5)
12.0
53
(229.6)
(23.5)
{1.3)
5]
(3.3
(200
{103}
12
(7.2}
(2.4)
(14.3)
w0
1)
[B358.5)

27.0
220

£48.0

{20.5)
(21.5)
(2.8
(77
(45,5
(T
5.8
[4.8)
(16.7)

{1647

36,2428
(LT3

593246
3232

3620060

[(5574.2)
$35.6025
8370783

834,668.5
52,4004
{1,395.4)
LA



Historical Expenditures/Appropriations

GF/GP
DEPARTMENTS FY 90 Expend.|FY 91 Expend.|FY 92 Expend.|FY 93 Expend.|FY 94 Expend.|FY 95 Expend.|FY 96 Expend.|FY 97 Expend.| FY 98 Expend. | FY 99 Approp.| FY 2000 Approp.| FY 2001 Rec.
Agriculture 30,798,600 29,089,750 26,043,571 25,200,069 26,023,343 41,507,294 43,441,799 36,977,547 34,215,715 48,887,000 45,883,900 50,469,800
Attorney General 23,557,000 22,272,296 23,715,728 24,645,982 25,731,152 26,911,995 28,146,412 28,728,101 28,740,351 33,187,200 32,078,800 35,168,100
Capital Outlay 183,663,345 187,937,919 155,374,616 159,576,448 203,890,424 185,627,808 190,278,423 204,098,457 257,953,893 519,255,000 277,924,800 312,814,600
Career Development 500,000 22,606,900 23,958,600
Civil Rights 10,890,200 10,272,486 10,214,935 11,038,369 10,600,820 12,712,217 11,992,187 11,750,247 11,975,385 12,504,800 12,989,300 14,338,500
Civil Service 13,528,000 13,937,855 10,996,513 11,749,312 10,813,028 10,621,489 12,852,378 12,611,237 13,181,110 19,659,400 10,797,200 11,218,900
Commerce 110,206,516 89,144,643 62,194,902 60,530,700 55,089,586 56,613,455 29,106,436
Community Health 2,489,426,814 | 2,435,154,320 | 2,606,893,700 2,636,145,000 2,636,991,200
Consumer and Industry Services 63,702,550 75,721,087 71,500,000 77,857,500 79,344,600
Corrections 732,154,600 784,623,528 870,517,968 974,383,562 | 1,052,962,753 | 1,176,825,208 | 1,260,365,194 | 1,277,460,254 | 1,268,613,426 | 1,368,557,100 1,486,579,100 1,619,082,700
Education 50,766,970 50,159,451 32,826,318 43,697,518 36,107,369 38,783,018 47,483,089 45,073,591 45,909,895 46,393,800 34,720,900 32,698,700
Environmental Quality 43,802,958 54,796,726 58,544,973 92,501,300 96,246,400 99,825,000
Executive Office 3,943,100 3,631,128 4,154,796 4328918 4,286,138 4,432,808 4,835,017 4,741,680 5,118,384 5,117,300 5,425,100 5,679,600
Family Independence Agency 1,116,206,920 | 1,031,605,019 | 1,128,357,900 1,088,729,500 1,206,610,000
Higher Education
Community Colleges 212,490,500 189,638,936 241,593,632 240,000,000 240,000,000 247,800,000 253,009,787 262,186,716 274,845,576 282,000,000 297,228,019 306,198,478
Universities/Financial Aid 1,193,518,700 | 1,167,699,912 | 1,297,028,960 | 1,311,796,990 | 1,316,593,215 | 1,354,883,384 | 1,410,091,564 | 1,491,455,863 | 1,558,484,506 | 1,600,500,000 1,679,309,308 1,729,750,562
Judiciary 111,835,200 108,010,363 114,591,806 120,322,652 123,161,004 127,670,370 134,920,282 141,946,079 147,156,019 157,099,300 161,482,900 168,555,100
Labor 75,660,885 52,434,798 34,264,409 30,842,500 29,404,187 29,935,652 26,278,836
Legislature 74,401,000 72,962,102 81,283,852 82,201,731 85,129,779 83,429,886 87,443,092 87,449,913 89,687,113 92,561,600 101,711,700 104,896,100
Legislative Auditor General 8,655,100 8,471,200 8,710,700 8,830,224 10,130,116 10,496,901 10,915,285 10,749,956 10,924,847 11,983,400 12,522,500 13,017,500
Library of Michigan 26,497,900 23,904,895 24,480,294 24,751,231 25,647,977 27,222,584 26,817,219 27,530,263 29,123,342 32,977,400 34,258,100 34,714,900
Licensing and Regulation 11,134,881 11,849,800
Management and Budget 50,549,100 51,951,631 28,874,226 32,310,561 29,384,442 32,530,866 51,872,600 55,682,772 47,683,349 58,138,200 45,495,300 46,960,800
Aging 23,474,900 21,080,813 17,755,839 17,933,831 20,043,155 22,962,734 23,350,103 24,782,646
Mental Health 905,751,589 934,325,306 849,167,049 911,051,398 967,232,305 666,682,724 | 1,074,733,387
Michigan Biologic Products 16,030
Michigan Jobs Commission 1,032,715 14,606,768 33,697,834 81,620,151 99,573,779 107,076,910 109,109,800
Michigan Strategic Fund 64,907,200 65,602,900
Military and Veterans Affairs 12,269,754 14,689,670 26,544,986 31,050,576 32,832,674 34,151,401 34,763,836 38,616,432 34,930,121 39,581,300 39,700,500 41,206,900
Natural Resources 135,121,951 104,667,569 97,337,677 93,105,133 103,914,404 188,233,744 52,633,781 48,809,945 50,465,267 49,650,000 51,495,000 55,723,900
Public Health 147,716,800 145,770,346 133,453,356 138,948,296 152,185,326 180,077,681 181,656,107
School Aid 749,134,100 967,052,014 849,491,226 | 1,086,223,027 709,557,837 664,914,900 596,352,000 277,947,800 587,967,757 420,613,500 420,613,500 420,613,500
Social Services 2,603,816,358 | 2,378,115,326 | 2,086,078,906 | 2,052,204,164 | 2,103,824,477 | 2,163,749,837 | 2,373,218,724
State 15,954,100 16,677,092 16,550,181 13,646,700 15,093,600 17,375,557 17,554,682 21,679,651 58,564,938 67,974,400 60,089,000 64,506,400
State Police 185,279,819 187,846,345 201,315,020 204,068,831 210,130,058 228,661,359 246,496,416 265,080,734 246,395,418 260,023,000 268,719,900 296,363,400
Transportation 0 0 0 0 0 0 0 0 0 0 0 0
Treasury 51,678,000 53,504,720 50,171,257 52,106,999 64,313,215 41,993,914 71,336,726 57,509,123 59,341,217 72,601,900 71,229,500 70,235,200
Debt Service 48,824,200 73,446,930 51,217,172 55,145,651 40,689,662 128,023,922 141,845,223 163,367,000 116,440,891 93,417,500 93,417,500 90,870,500
TOTALS 7,803,273,168 | 7,775,168,824 | 7,405,949,895 | 7,822,724,088 | 7,719,379,314 | 7,838,530,542 | 8,569,213,695 | 8,419,958,828 | 8,685,820,829 | 9,301,545,800 9,230,164,327 9,637,416,440




Historical Expenditures/Appropriations

Gross
DEPARTMENTS FY 90 Expend. | FY 91 Expend. | FY 92 Expend. | FY 93 Expend. | FY 94 Expend. | FY 95 Expend. | FY 96 Expend. | FY 97 Expend. | FY 98 Expend. | FY99 Approp. | FY00 Approp. FYO01 Rec.
Agriculture 62,299,100 55,989,528 51,615,138 50,434,234 52,444,537 55,780,064 59,884,019 66,273,858 71,829,591 89,037,700 91,750,000 100,671,600
Attorney General 32,471,300 35,327,938 37,695,943 39,224,010 39,990,347 40,839,771 43,028,553 44,416,606 42,884,005 55,514,600 55,132,300 60,686,700
Capital Outlay 296,626,026 267,092,400 300,633,622 270,544,453 308,438,632 290,636,661 499,571,713 245,772,178 496,723,755 726,043,808 455,560,600 471,994,800
Career Development 500,000 584,112,300 596,954,400
Civil Rights 12,182,200 11,941,297 11,985,262 12,494,268 12,382,479 14,315,499 13,457,887 13,232,623 13,244,555 14,104,800 14,623,300 15,272,500
Civil Service 23,925,900 24,298,767 24,124,913 27,637,177 27,027,675 27,954,843 30,354,661 25,283,585 28,206,918 34,290,300 28,585,500 30,405,600
Commerce 287,841,500 312,810,800 289,294,945 295,290,505 349,109,486 295,836,299 193,144,304
Community Health 6,982,832,645 7,231,164,775 7,715,187,300 8,152,205,200 8,397,586,600
Consumer and Industry Services 456,397,250 421,826,111 467,564,300 495,233,500 521,735,700
Corrections 757,370,200 806,803,557 896,870,029 1,004,807,757 1,081,670,049 1,206,246,823 1,296,847,339 1,318,192,287 1,334,952,759 1,441,935,000 1,567,641,800 1,703,340,600
Education 540,615,905 602,908,408 665,712,237 724,539,674 675,631,914 681,479,871 697,957,806 713,011,559 769,882,208 883,676,700 918,670,100 925,310,500
Environmental Quality 307,805,328 193,902,247 181,985,762 521,540,900 393,588,600 406,611,600
Executive Office 3,943,100 3,631,128 4,154,796 4,328,918 4,286,138 4,432,808 4,835,017 4,741,680 5,118,384 5,117,300 5,425,100 5,679,600
Family Independence Agency 3,495,213,116 3,278,954,106 3,161,222,300 3,642,932,400 3,507,392,200
Higher Education
Community Colleges 212,490,500 189,638,936 241,593,632 240,000,000 240,000,000 247,800,000 253,009,787 262,186,716 274,845,576 282,000,000 297,228,019 316,198,478
Universities/Financial Aid 1,197,173,800 1,171,068,759 1,300,676,638 1,315,674,536 1,320,163,027 1,359,107,568 1,413,957,617 1,493,857,731 1,561,667,022 1,604,252,000 1,774,759,308 1,838,900,562
Judiciary 153,347,000 152,350,760 163,673,611 172,557,720 195,977,612 199,097,762 210,601,105 187,104,924 204,599,850 221,188,200 227,122,000 235,414,100
Labor 441,332,180 417,902,689 429,019,721 334,313,649 232,709,576 232,528,985 274,987,397
Legislature 75,442,800 74,163,022 83,126,023 83,896,838 86,302,513 85,242,099 88,075,902 88,025,315 90,234,951 94,003,400 103,153,500 106,337,900
Legislative Auditor General 9,885,000 9,928,300 10,228,400 10,662,617 11,930,295 12,590,516 12,926,954 13,056,351 12,869,037 13,804,300 14,343,400 14,893,700
Library of Michigan 30,430,700 30,790,339 28,775,437 28,582,023 30,706,838 32,107,952 31,970,662 32,763,616 35,086,400 37,249,100 38,977,400 39,434,200
Licensing and Regulation 26,165,400 26,465,000
Management and Budget 1,223,690,700 1,250,529,695 1,181,246,023 210,778,161 104,175,677 109,262,119 137,469,710 143,070,649 134,397,354 147,098,400 140,921,700 163,529,800
Aging 60,439,300 61,730,880 58,834,831 60,388,431 63,499,462 88,180,585 94,050,068 102,735,110
Mental Health 1,246,380,384 1,320,128,986 1,304,143,665 1,382,593,420 1,459,038,492 1,522,731,485 1,881,660,627
Michigan Biologic Products 16,101,428 21,796,070
Michigan Jobs Commission 87,705,389 235,983,401 280,760,026 316,369,029 333,585,533 356,555,846 595,283,400
Michigan Strategic Fund 168,917,100 169,082,800
Military and Veterans Affairs 23,209,180 26,225,756 59,074,002 62,712,137 68,443,597 72,015,536 77,744,603 83,372,837 78,980,935 89,563,000 94,962,000 100,522,700
Natural Resources 288,713,572 246,756,581 333,216,315 383,740,573 435,286,252 515,571,467 171,756,943 198,582,936 210,454,114 228,824,500 253,387,700 254,238,400
Public Health 412,057,300 443,394,713 431,451,204 474,799,000 524,217,467 601,029,072 607,898,745
School Aid 2,992,824,943 3,199,053,338 3,137,763,749 3,483,755,480 4,431,029,987 7,975,666,620 8,928,001,053 8,894,322,580 9,964,404,211 9,663,904,600 | 10,158,091,200 | 10,676,074,200
Social Services 5,097,495,615 5,796,196,684 5,809,437,907 6,522,764,560 7,099,482,216 7,132,053,217 8,212,306,769
State 117,337,200 120,548,314 126,066,628 125,939,821 129,930,177 140,320,887 146,427,648 150,798,841 148,645,475 175,650,300 181,515,300 187,725,200
State Police 229,652,392 234,417,217 253,322,612 258,638,227 273,300,747 291,179,449 320,805,032 350,427,467 347,462,495 353,103,700 368,850,300 398,599,100
Transportation 2,256,650,400 2,201,333,700 2,270,002,624 2,417,624,941 2,243,683,593 2,395,134,800 2,194,045,559 2,818,192,757 2,520,658,697 2,792,794,400 2,808,545,700 2,984,764,600
Treasury 160,742,400 220,056,213 1,152,163,653 2,234,266,528 2,395,018,854 1,857,817,145 1,987,113,970 2,049,931,726 2,189,911,359 1,682,621,700 1,783,254,400 1,921,909,300
Debt Service 48,824,200 73,446,930 51,217,172 55,145,651 40,689,662 128,023,922 142,278,755 164,065,122 117,140,891 94,117,500 94,117,500 91,570,500
TOTALS 18,321,560,197 | 19,386,930,635 | 20,707,120,732 | 22,375,840,698 | 24,172,550,702 | 27,895,743,851 | 30,650,344,563 | 30,941,451,275 | 32,146,483,212 | 33,191,193,508 | 34,913,607,227 | 36,242,837,940




Economic Outlook
1999 U.S. Economic Review

If the current recovery continues through February 2000, it will be the longest
economic expansion in U.S. history, surpassing the 106-month expansion of the
1960s. In CY 1999, real Gross Domestic Product (GDP) grew an estimated 3.9 percent.
The U.S. economy continued to grow above long-term historic rates marking the
fourth consecutive year in which real GDP grew faster than 3.5 percent. Real
consumption grew 5.1 percent, slightly faster than the 4.9 percent growth of 1998.
While growing more slowly than 1998’s substantial 12.7 percent pace, business
fixed investment still recorded strong 8.6 percent growth. Forecasts are for calendar
years.

In the light of growing inflationary pressures and more stable financial markets,
the Federal Reserve raised the federal funds rate target 0.75 of a percentage point
over the course of 1999. In so doing, the Fed fully reversed it’s 0.75 of a percentage
point reduction made during 1998 in response to instability in world financial
markets.

Light vehicle sales (cars and light trucks) rose to a projected record 16.7 million
units, eclipsing the prior record set in 1986 (16.1 million units). Estimated housing
starts remained at a strong 1.66 million units. While remaining strong, these sectors
appear to have shown some signs of slowing recently in response to rising interest
rates. The stock market continued to post sizeable gains with S&P 500 growth
around 20.0 percent. Increased equity values and rising home prices helped support
strong consumption and investment growth. Oil prices doubled in less than a year.
Many commodity prices that had been falling in 1998 began rising again in 1999.
Inflation as measured by the Consumer Price Index (CPI) rose to 2.2 percent in
1999, up from 1.6 percent in 1998.

1999 Michigan Economic Review

The Michigan economy moderated in 1999 with wage and salary employment
increasing 1.2 percent to a record 4.57 million. For the sixth consecutive year,
Michigan’s unemployment rate was below the national average. The estimated 3.6
percent unemployment rate for 1999 is the lowest Michigan annual unemployment
rate since 1966. The Detroit CPI increased 2.6 percent, Michigan personal income
grew an estimated 4.5 percent in 1999, matching 1998. In 1999, disposable income
grew an estimated 4.3 percent, up slightly from 3.8 percent growth in 1998. In 1999
wage and salary income grew an estimated 5.7 percent, matching 1998.

ECONOMIC OUTLOOK
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2000 and 2001 U.S. Economic Outlook

The U.S. economy is projected to continue to grow slightly above its potential of
3.0 percent per year. Real GDP is forecast to grow 3.5 percent in 2000 and 3.2 percent
in 2001. Consumption and investment growth will both slow from the rapid pace
of the past several years. At the same time, net exports are expected to continue
their decline in 2000, before rising only slightly in 2001. With the decennial Census,
real federal government spending is expected to grow at an annual average rate of
3.5 percent during the first half of 2000, but then decline at a 1.5 percent rate over
the balance of the forecast horizon. Overall government spending is expected to
grow 2.1 percent in 2000 and 1.2 percent in 2001.

Rising commodity prices, tight labor markets and increased consumer willingness
to accept higher prices will boost inflation and inflationary expectations. To help
stem these pressures, the Fed is expected to raise the target federal funds rate 50
basis points in 2000 and 25 basis points in 2001. With these hikes, the federal funds
rate will climb to 6.25 percent by the third quarter of 2001. The ninety-day Treasury
bill rate is forecast to average 5.4 percent in 2000 and 5.6 percent in 2001. Oil prices
are forecast to fall to $21 by the end of 2000 and then rise to nearly $22/barrel by
end of 2001. Consumer prices, as measured by the US CPI, are forecast to rise 2.8
percent in 2000 and 2.8 percent in 2001.

2000 and 2001 Michigan Economic Outlook

In 2000, Michigan employment is expected to grow by 65,000 jobs (1.4 percent)
with personal income increasing 4.8 percent. The inflation rate, as measured by the
Detroit CPI, will rise to 3.0 percent in calendar year 2000 and real (inflation adjusted)
personal income will rise 1.8 percent. Wage and salary income will increase 5.4
percent; disposable income will rise 4.6 percent.

In 2001, employment is forecast to increase by 53,000 jobs (1.1 percent). This would
make 2001 the eighth straight year in which Michigan’s unemployment rate (3.4
percent) is below the national average. Nominal personal income growth is forecast
at 4.6 percent. The Detroit CPI is forecast to increase by 3.2 percent in calendar year
2001, with real personal income rising 1.4 percent. Wage and salary income will
increase 5.3 percent and disposable income, 4.4 percent.

Forecast Risks

Nascent foreign economic recoveries could stumble and push the U.S. trade deficit
up still further. In particular, Japan’s economic recovery remains vulnerable.
Stronger than expected foreign economic recoveries pose an inflationary risk. Falling
commodity prices have kept inflation low in the light of strong U.S. economic growth.
Current recoveries abroad have begun pushing commodity prices up. Stronger
than forecasted economic growth abroad could push inflation even higher and lead
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to further Fed interest rate hikes. Also, rising productivity has helped keep price
inflation at bay, even in the light of rising wages. As labor markets tighten further
(lower unemployment, higher labor force participation) restrained inflation depends
even more upon continued productivity gains.

The forecast assumes modest growth in government spending and no substantial
change in federal tax policy. The federal government could decide to cut taxes and/
or to raise spending substantially in the face of federal surpluses. While such
expansionary fiscal policy would increase growth above baseline in the short-term,
the resulting increased inflationary pressures would very likely lead the Fed to
counter with contractionary monetary policy.

Consumption and investment have played a pivotal role in the current expansion. A
booming stock market and housing market have been key to strong consumer
spending and investment growth. The forecast predicts slower stock market growth
and housing market. A sizeable contraction in either of these markets could sharply
slow the economy.
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Revenue Review

Fiscal Year 1999 Revenue

Michigan experienced strong revenue growth in 1999 as a direct result of Michigan’s strong
economic performance. Preliminary fiscal year totals for net general fund - general purpose
(GF-GP) revenue show an increase of 8.0 percent to $9,464.0 million with net School Aid Fund
(SAF) revenue increasing 5.8 percent to $9,309.9 million. Combined total GF-GP and SAF
revenue grew 6.9 percent to $18,773.9 million. The figures in the Executive Budget reflect all tax
cuts and preliminary book closing adjustments.

Fiscal Year 2000 and Fiscal Year 2001 Administration Revenue Estimates

On January 13, 2000, the Administration and the House and Senate Fiscal Agencies reached ¢
consensus on projected revenue for fiscal year 2000 and fiscal year 2001. Agreement was
reached on both baseline revenue forecasts and the impact of tax cuts. These revenue estimates
will be reviewed again in May before the final budget bills are passed by the Legislature and
sent to the Governor.

For fiscal year 2000, baseline GF-GP revenue is projected to reach $9,924.7 million, an increase of
3.6 percent over FY 1999. Baseline SAF revenue is projected to be $9,715.1 million, an increase
of 4.3 percent. The combined revenue total is $19,639.8 million, an increase of 4.0 percent over
FY 1999. The Executive Budget presents baseline revenue estimates, balance sheet adjustments
and tax cuts separately. After all adjustments and tax cuts, the combined GF-GP and SAF
increase for fiscal year 2000 is 3.5 percent.

Fiscal year 2001 baseline GF-GP revenue is predicted to be $10,350.7, an increase of 4.3 percent
over FY 2000. Baseline SAF revenue is projected to be $10,077.7 million, an increase of 3.7
percent over FY 2000, for a combined revenue total of $20,428.4 million, an increase of 4.0
percent. After tax cuts and other balance sheet adjustments are subtracted from baseline
revenue, the combined increase is 2.3 percent.

These figures reflect a forecast of continued economic growth in 2000 and 2001 resulting in
continued growth in revenue.

Overall FY 2001 Revenue
Total revenue for all funds is estimated to be $36.7 billion. Table L-1 presents a summary of

revenues by fund. The Detailed Statement of General and Special Revenue Funds presents
information for fiscal years 1998 through 2001.

1 The GF-GP total excludes a one-time $34.6 million Special Medicaid Reimbursement that is included in the
detailed revenue table under GF-GP Local Agencies.

REVENUE REVIEW
Fiscal Year 2001 Executive Budget M-1



PROJECTED REVENUES
FY 2000 - 2001

(MILLIONS)

General Fund — General Purpose
Consensus Estimate
Other Transfers
Total GF-GP Revenue
School Aid Fund
Consensus Estimate
Transfers and Federal Aid
Total SAF Revenue
Transportation Funds
General Fund — Special Purpose
Special Revenue Funds
Sub-Total All Funds
Other Revenue Sources
Gross Total All Resources

Less Interfund Transfers

Net Total All Resources

Office of Revenue and Tax Analysis
Michigan Department of Treasury
January 2000

REVENUE REVIEW

M-2

FY 2000 — 2001

$ 9,740.0
1.0
9,741.0

10,129.9
572.6
10,702.5
4,070.9
11,429.7
816.5

36,760.6

1,463.6

38,224.2
(1,544.8)
$ 36,679.3

Leadership for the 21st Century
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SUMMARY OF FY2001 EXECUTIVE BUDGET BILLS

All Funds GF/GP
AGRICULTURE
Executive 12,803,200 12,592,900
Departmentwide 1,132,700 1,129,500
Food and Dairy 18,338,300 7,412,900
Animal Industry 5,742,100 5,611,500
Pesticide and Plant Pest Management 13,405,700 6,753,600
Environmental Stewardship 10,679,300 4,781,300
Laboratory Program 10,169,000 5,630,400
Market Development 4,325,500 3,426,000
Fairs and Expositions 20,221,400 3,131,700
Office of Racing Commissioner 3,854,400 0
TOTAL AGRICULTURE 100,671,600 50,469,800
CAPITAL OUTLAY
Department of Management and Budget 25,000,000 18,000,000
Department of Military Affairs 0 0
Lump Sum Projects 7,250,000 350,000
Department of Natural Resources 0 0
State Parks 2,500,000 0
Real Estate 5,000,000 0
Wildlife 4,650,000 0
Waterways 11,042,200 0
Department of Transportation 0 0
State Trunnkline Fund 9,970,000 0
Aeronautics Fund: Aeronautics Programs 129,648,000 21,300,000
State Building Authority Rent 276,934,600 273,164,600
TOTAL CAPITAL OUTLAY 471,994,800 312,814,600
COMMUNITY HEALTH
Departmentwide Administration 79,907,300 51,803,100
Mental Health/Substance Abuse
Service Administration and Special Projects 31,219,900 16,364,500

Community Mental Health/Substance
Abuse Services Programs

State Psychiatric Hospitals, Center for
Persons with Developmental Disabilities,
and Forensic and Prison Mental Health
Services

Public Health Administration

Infectious Disease Control

Laboratory Services

1,804,676,500

346,205,800
8,184,800
43,394,100
12,641,100

1,040,940,600

41,029,900
3,200,600
5,994,800
6,616,300




SUMMARY OF FY2001 EXECUTIVE BUDGET BILLS

All Funds GF/GP
COMMUNITY HEALTH (CON'T)
Epidemiology 7,602,000 2,061,300
Local Health Administration and Grants 45,888,600 41,854,100
Chronic Disease and Injury Prevention
and Health Promotion 44,287,900 3,200,000
Community Living, Children, and Families 104,353,000 27,844,500
Women, Infants, and Children Food
and Nutrition Program 161,899,500 0
Children's Special Health Care Services 141,436,600 70,311,000
Office of Drug Control Policy 27,533,700 179,600
Crime Victim Services Commission 23,989,100 507,700
Office of Services of the Aging 88,167,600 34,967,000
Medical Services Administration 55,160,200 18,300,600
Medical Services 3,159,565,300 304,074,800
TOTAL COMMUNITY HEALTH 6,186,113,000 | 1,669,250,400
CONSUMER AND INDUSTRY SERVICES
Executive Direction 18,808,600 3,806,300
Council for Arts and Cultural Affairs 22,432,900 21,732,900
Fire Safety 4,865,100 1,578,300
Management Services 36,665,400 6,533,500
Financial Services and Corporations 41,864,200 0
Public Service Commission 15,358,900 0
Liquor Control Commission 19,963,700 0
Michigan State Housing Development Authority 98,857,600 0
Tax Tribunal 1,633,500 1,006,100
Grants 6,675,000 0
Health Regulatory Systems 43,972,800 10,076,700
Regulatory Services 24,093,200 13,911,500
Occupational Regulation 21,218,900 262,000
Employment Relations 3,079,500 3,039,500
Safety and Regulation 25,556,200 7,214,900
Worker's Disability Compensation 22,984,500 10,182,900
Unemployment Agency 113,705,700 0
TOTAL CONSUMER AND INDUSTRY SERVICES 521,735,700 79,344,600
CORRECTIONS
Executive 26,013,900 9,145,600
Administration and Programs 104,922,900 82,588,800
Field Operations Administration 158,071,900 140,769,700
Community Corrections 47,480,800 33,736,100




SUMMARY OF FY2001 EXECUTIVE BUDGET BILLS

All Funds GF/GP
CORRECTIONS (CON'T)
Consent Degrees 109,614,000 109,614,000
Health Care 140,144,100 140,060,600
Correctional Facilities Administration 40,577,800 39,459,200
Northern Region Correctional Facilities 323,767,500 322,669,000
Southeastern Region Correctional Facilities 405,409,200 395,190,800
Southwestern Region Correctional Facilities 347,338,500 345,848,900
TOTAL CORRECTIONS 1,703,340,600 | 1,619,082,700
EDUCATION
State Board of Education/Office of Superintendent 2,832,600 2,251,400
Central Support 7,477,100 2,978,300
School Support Services 4,876,300 221,700
Data and Technology Services 5,127,400 2,101,100
Special Education Services 7,140,900 198,500
Lansing, Michigan School for the Blind Former Site 1,267,000 0
Michigan Schools for the Deaf and Blind 13,225,800 3,808,200
Professional Preparation Services 5,729,900 0
Field Services 4,099,800 426,600
Office of School Exellence 6,589,200 2,553,500
Government Services 1,081,300 445,500
Safe Schools and Administrative Law 1,284,000 990,600
Education Options, Charters, and Choice 797,800 492,300
Grants and Distributions 863,781,400 16,231,000
TOTAL EDUCATION 925,310,500 32,698,700
ENVIRONMENTAL QUALITY
Executive 2,314,200 1,524,000
Financial and Business Services 11,068,800 3,020,700
Departmental Operation Support 7,666,600 5,517,400
Geological Survey 11,067,400 129,600
Land and Water Management 13,540,600 7,338,300
Air Qaulity 18,744,800 6,446,300
Surface Water Quality 21,482,000 10,000,300
Drinking Water Protection and Radiological Health 23,574,700 8,802,300
Low Level Radioactive Waste Authority 761,700 0
Environmental Response 57,512,000 25,004,600
Storage Tanks 81,601,100 5,829,400
Waste Management 13,659,200 5,411,800
Environmental Assistance 11,085,100 605,200
Criminal Investigation 1,888,200 1,461,900




SUMMARY OF FY2001 EXECUTIVE BUDGET BILLS

All Funds GF/GP
ENVIRONMENTAL QUALITY (CON'T)
Grants 130,500,600 18,588,600
Bond Waste Management 144,600 144,600
TOTAL ENVIRONMENTAL QUALITY 406,611,600 99,825,000
FAMILY INDEPENDENCE AGENCY
Executive Operations 245,159,400 83,817,300
Family Services Administration 239,282,300 29,568,900
Child and Family Services 635,227,400 231,903,800
Juvenile Justice Services 193,891,200 119,141,400
Local Office Staff and Operations 457,815,600 174,805,700
Disability Determination Accounts 71,592,900 893,300
Central Support Accounts 244 911,400 97,827,800
Public Assistance 1,419,512,000 468,651,800
TOTAL FAMILY INDEPENDENCE AGENCY 3,507,392,200 | 1,206,610,000
GENERAL GOVERNMENT
ATTORNEY GENERAL
Attorney General Operations 60,686,700 35,168,100
TOTAL ATTORNEY GENERAL 60,686,700 35,168,100
CIVIL RIGHTS
Civil Rights Operations 15,272,500 14,338,500
TOTAL CIVIL RIGHTS 15,272,500 14,338,500
CIVIL SERVICE
Civil Service Operations 30,405,600 11,218,900
TOTAL CIVIL SERVICE 30,405,600 11,218,900
EXECUTIVE OFFICE
Executive Office Operations 5,679,600 5,679,600
TOTAL EXECUTIVE OFFICE 5,679,600 5,679,600
LEGISLATIVE AUDITOR GENERAL
Office of the Auditor General 14,893,700 13,017,500
TOTAL LEGISLATIVE AUDITOR GENERAL 14,893,700 13,017,500




SUMMARY OF FY2001 EXECUTIVE BUDGET BILLS

All Funds GF/GP
LEGISLATURE
Legislature 78,738,800 78,738,800
Legislature Council 13,881,800 13,481,800
Legislature Retirement System 4,298,900 3,257,100
Property Management 9,418,400 9,418,400
TOTAL LEGISLATURE 106,337,900 104,896,100
LIBRARY OF MICHIGAN
Library of Michigan 39,434,200 34,714,900
TOTAL LIBRARY OF MICHIGAN 39,434,200 34,714,900
MANAGEMENT AND BUDGET
Management and Budget Services 133,488,100 43,318,800
Statewide Appropiations 1,255,000 0
Special Programs 28,786,700 3,642,000
TOTAL MANAGEMENT AND BUDGET 163,529,800 46,960,800
STATE
Executive Direction 2,514,000 1,267,900
Department Services 44,893,900 13,039,100
Regulatory Reform 15,058,800 3,143,300
Customer Delivery Services 103,606,400 34,158,300
Election Regulation 4,428,100 4,428,100
Historical Program 7,878,800 5,246,500
Departmentwide Appropriations 9,345,200 3,223,200
TOTAL STATE 187,725,200 64,506,400
TREASURY
Executive Direction 1,248,400 997,000
Departmentwide Appropiations 6,094,800 2,686,300
Local Government Programs 9,033,100 5,196,500
Tax Programs 66,996,200 24,249,900
Management Programs 42,122,300 17,216,200
Financial Programs 79,070,900 1,958,000
Debt Service 91,570,500 90,870,500
Grants 1,660,218,200 17,931,300




SUMMARY OF FY2001 EXECUTIVE BUDGET BILLS

All Funds GF/GP
TREASURY (CON'T)
State Lottery 36,658,600 0
Casino Gaming 20,466,800 0
TOTAL TREASURY 2,013,479,800 161,105,700
TOTAL GENERAL GOVERNMENT 2,637,445,000 491,606,500
HIGHER EDUCATION
COMMUNITY COLLEGES
Operations
Alpena Community College 5,073,576 5,073,576
Bay de Noc Community College 4,857,916 4,857,916
Delta College 14,230,014 14,230,014
Glen Oaks Community College 2,336,201 2,336,201
Gogebic Community College 4,156,155 4,156,155
Grand Rapids Community College 18,092,391 18,092,391
Henery Ford Community College 21,625,899 21,625,899
Jackson Community College 12,181,665 12,181,665
Kalamazoo Valley Community College 12,055,784 12,055,784
Kellogg Community College 9,541,445 9,541,445
Kirtland Community College 2,965,517 2,965,517
Lake Michigan College 5,133,574 5,133,574
Lansing Community College 30,806,692 30,806,692
Macob Community College 33,223,327 33,223,327
Mid Michigan Community College 4,336,804 4,336,804
Monroe County Community College 4,146,217 4,146,217
Montcalm Community College 3,111,997 3,111,997
Mott Community College 15,650,542 15,650,542
Muskegon Community College 8,911,678 8,911,678
North Central Michigan College 3,016,073 3,016,073
Northwestern Michigan College 9,007,943 9,007,943
Oakland Community College 21,058,314 21,058,314
St.Clair County Community College 6,993,790 6,993,790
Schoolcraft College 12,194,157 12,194,157
Southwestern Michigan College 6,421,945 6,421,945
Washtenaw Community College 12,176,037 12,176,037
Wayne County Community College 16,476,511 16,476,511
West Shore Community College 2,291,080 2,291,080
Grants 4,125,234 4,125,234
Financial Aid 10,000,000 0
TOTAL COMMUNITY COLLEGES 316,198,478 306,198,478




SUMMARY OF FY2001 EXECUTIVE BUDGET BILLS

All Funds GF/GP
STATE UNIVERSITIES/GRANTS & FIN. AID
Operations
Central Michigan University 83,512,286 83,512,286
Eastern Michigan University 84,930,550 84,930,550
Ferris State University 53,413,160 53,413,160
Grand Valley State University 55,799,930 55,799,930
Lake Superior State University 13,727,087 13,727,087
Michigan State University 313,576,982 313,576,982
Michigan Technological University 53,144,996 53,144,996
Northern Michigan University 50,038,900 50,038,900
Oakland University 48,987,163 48,987,163
Saginaw Valley State University 25,899,169 25,899,169
University of Michigan-Ann Arbor 347,332,770 347,332,770
University of Michigan-Dearborn 26,728,504 26,728,504
University of Michigan-Flint 23,006,194 23,006,194
Wayne State University 244,018,391 244,018,391
Western Michigan University 120,605,996 120,605,996
State and Regional Programs 61,335,513 61,335,513
Martin Luther King, Jr.-Cesar 0 0
Chavez-Rosa Parks Program 2,891,092 2,891,092
Grants and Financial Aid 229,951,879 120,801,879
TOTAL STATE UNIVERSITIES 1,838,900,562 | 1,729,750,562
JUDICIARY
Supreme Court 39,753,100 26,711,100
Court of Appeals 21,015,600 19,366,800
Justices' and Judges' Compensation 80,192,000 74,561,400
Judicial Agencies 994,300 994,300
Indigent Defense-Criminal 5,731,700 5,125,100
Indigent Civil Legal Assistance 7,337,000 0
Trial Court Operations 77,840,400 41,796,400
Grants and Reimbursements to Local Government 2,550,000 0
TOTAL JUDICIARY 235,414,100 168,555,100
MILITARY AND VETERANS AFFAIRS
Headquaters and Armories 13,883,500 9,475,800
Military Training Sites and Support Facilities 15,641,000 3,620,800
Departmentwide Appropriations 7,569,500 3,543,500
Veterans' Service Organizations 3,664,500 3,664,500
Grand Rapids Veterns' Home 41,839,300 15,615,400




SUMMARY OF FY2001 EXECUTIVE BUDGET BILLS

All Funds GF/GP
MILITARY AND VETERANS AFFAIRS (CON'T)
D.J. Jacobetti Veterens' Home 12,837,400 4,935,700
Michigan Veterans' Trust Fund 5,087,500 351,200
TOTAL MILITARY AND VETERANS AFFAIRS 100,522,700 41,206,900
NATURAL RESOURCES
Executive 5,106,900 1,227,900
Administrative Support 25,216,700 7,490,400
Departmental Operation Support 3,094,000 1,396,000
Wildlife Management 19,522,000 388,000
Fisheries Management 23,834,300 138,200
Parks and Recreation 54,465,400 10,937,900
Mackinac Island State Park 3,404,800 1,970,600
Forest Resource Management 39,679,900 10,886,600
Land and Mineral Services 16,608,400 1,336,800
Law Enforcement 28,231,800 4,392,400
Payment in Lieu of Taxes 18,146,700 15,559,100
Grants 16,927,500 0
TOTAL NATURAL RESOURCES 254,238,400 55,723,900
REGULATORY
CAREER DEVELOPMENT
Departmental Administration 546,900 546,900
Department Operations 12,455,700 2,136,000
Workforce Development 71,406,300 8,912,400
Career Education Programs 7,082,700 1,514,100
Department Grants 451,870,700 10,849,200
Employment Service Agency 53,592,100 0
TOTAL CAREER DEVELOPMENT 596,954,400 23,958,600
MICHIGAN STRATEGIC FUND
Michigan Stategic Fund 169,082,800 65,602,900
TOTAL STRATEGIC FUND 169,082,800 65,602,900
TOTAL REGULATORY 766,037,200 89,561,500




SUMMARY OF FY2001 EXECUTIVE BUDGET BILLS

All Funds GF/GP
SCHOOL AID
Section 11 10,676,074,200 420,613,500
TOTAL SCHOOL AID 10,676,074,200 420,613,500
STATE POLICE
Executive Directions 10,787,400 4,259,200
Departmentwide Appropiations 26,126,200 25,011,200
Support Services 11,022,600 7,915,100
Highway Safety Planning 24,600,100 6,372,900
Central Records 8,910,400 3,126,600
Criminal Justice Data Center 11,926,500 9,867,100
Forensic Sciences 19,350,200 18,300,000
Commission on Law Enforcement Standards 11,270,900 1,225,400
Fire Marshal 5,482,100 5,382,100
Emergency Management 9,604,800 1,754,700
Uniform Services 168,272,100 159,010,500
Special Operations 22,455,700 19,304,100
Criminal Investigations 50,896,200 33,354,400
Motor Carrier Enforcement 17,893,900 1,480,100
TOTAL STATE POLICE 398,599,100 296,363,400
TRANSPORTATION
Debt Service 69,514,100 0
Interdepartment and Statutory Contracts 68,868,400 0
Executive Direction 3,407,400 0
Administrative Services 39,913,400 0
Bureau of Finance and Administration 20,486,700 0
Bureau of Transportation Planning 28,008,600 0
Bureau of Highways 77,192,700 0
Highway Maintenance 235,229,000 0
Road and Bridge Programs 2,108,645,600 0
Blue Water Bridge 10,224,200 0
Transportation Economic Development Fund 50,130,300 0
Bureau of Aeronautics 7,773,200 0
Bureau of Urban and Public Transportation 8,673,200 0
Bus Transit Division; Statutory Operating 159,476,300 0
Intercity Passenger and Freight 27,479,800 0
Public Transportation Development 69,741,700 0
TOTAL TRANSPORTATION 2,984,764,600 0




STATE OrF MIiCcHIGAN
DQFFICE OF THE GOVERMNCR
LAMNSTMNG

JOHN EMALER
QOVERMNOR

January 27, 2000

-

Ladies and Gentlemen of the Legislature and Citizens of the State of Michigan:

Article Xl, Section 5, of the Michigan Constitution of 1963, provides that
increases in rates of compensation for employees in the sitate classified service,
authorized by the Civil Service Commission, requirg prior notice to the Governor. The
Constitution also requires that |, as Governor, transmit such increases to the Legislature
as part of my budget.

In Fiscal Year 1898, the Civil Service Commission approved multi-year collective
bargaining agreements with seven state employee unions for Fiscal Years 2000, 2001
and 2002, We are in the second year of those multi-year agreements.. The labor
agreement for the Safety and Regulatory unit was approved by the Commission on
January 20, 2000. Fiscal Year 2001 increases contained in all eight of these
agreements are reflected in this transmittal. The State Police Enlisted unit is currently in
the process of negotiations, thus, it is not included in this correspondence.

The Commission also approved Fiscal Year 2001 pay and benefit adjustments
for non-exclusively represented state classified employeas at the January 20, 2000,
meeting. These adjustments are in line with the adjustments the Commission
authorized for employees covered by collective bargaining agreements.

Attached is a cost summary of all the Civil Service Commission's pay actions for -
Fiscal Year 2001 prepared by the Office of the State Employer. The net additional cost
of these pay and benefit adjustments for Fiscal Year 2001 is estimated to be $85.8
million including the state's share of FICA and required retiremant contributions.

Sincearaly,

John Engler
Governor
Attachment

el



ag-uer

S L SR PURILWCS OO Saikle Susntisn oo omE
_”_-.-v._._._._u._._._..-uﬂ_E_.__._._._u_ﬂE OIME SEUNEER O BRGS)

AL A RRIGTIA, BB SEEI UM (DWW EETLEL IO Wo) sy |

ARSRAZHI| 3 = 159 E0Y) T Jd "ojgm usunuaddyTS0H ‘Bain

raoepodio u AaLnd |

Legvesss 6 [eosonn'se | see'seiee § [ Lezsve'y ¢ [ weounun | oorosy't § | pecbcet s | aiaoavt $lezepsrey slesrzen'e o[ avaoe'z § 1 wiwo0 wwomipay 0oz L i)

BEREEES mﬁﬁi_ “iE 816 % | ﬂ?, 3K
TN EEEE% wﬁ YL 8
| e S|t | =|n .

~ = | EEEDEE 3 TNl uEa.__.___._. w \G0zzr 3| Sib bz n§
mER;v | LETEIELL ﬂ ERORE E §|aseise's 8| umowiun | piE'SLE 5 | EREECT 3

hm.v..mﬂ_ w E_—m._._.-._..._.. .h Enh_.w..u._ Eh.nﬂw..ﬂ.nﬁ.uﬁ_n__.n_.n..nnﬂ_:_

S R S e W | T [ SO

MG URUnH
MmN
L e ra

("M@ ‘lepusiayip YIUs SWIHIAD )M PEIE[ICSEE B)E03 OPN[IU| 10U OP SJUNoWY SLON)
" LOOZ - 0002 deaj |easid
[Alag pallisse|D alels uebiyaly
Alewwung - sBuiaes pue syson Map, palewnsg



. Public Act or MCL Being
Department/Budget Bill Purpose
P 9 P Amended
1. Repeal of the Prescription Drug Tax MCL 206.273
Community Health Credit
2. Vital Records Fee Increase MCL 333.2891
1. Repeal of the Tuition Tax Credit MCL 206.274
2. Establish Tax Deferred Education Requires New Public
Higher Education Savings Account Act
3. Provide for Education Savings
Account Tax Deduction MCL 206.30, 206.30d
Judiciary Law Exam Fee Increase MCL 600.931 (1a)
Transportation P.A. 51 Statutory Distribution MCL 247.660

LEGISLATION
Fiscal Year 2001 Executive Budget P-1
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